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Push these ~i#4€X Promotions 
to 


Increase 


These two Silex promotions are ring- 
ing up sales. The Buffet | offered 
FREE in these deals is just the stimu- 
lant needed to sell Silex glass coffee 
makers in volume, at this time of 
year. 

By pushing these deals you can in- 
crease sales . . . and increase your 
load. 

Each regular Silex glass coffee maker 
installed on your lines will add 87 
KWH to your domestic load. When 
it is equipped with an Anyheet Con- 
trol it will add 97 KWH... an in- 
crease worth striving for. 

One of these deals offers the Elec- 


THERE IS ONLY ONE 


Your Load 


tric Table Model Silex plus the Any- 
heet Control... and a tray for 
$5.95 (red models $6.25). The other 
deal offers an Electric Table Model 
with a FREE Buffet Tray. Black $4.95. 
Red $5.25. Both deals expire Feb- 
ruary 28, 1938. 

Silex has several plans for promoting 
these deals. One of them will fit 
your requirements. Write for it to- 
day. All Silex glass coffee makers 
have Pyrex brand glass, guaranteed 
against heat breakage. Electric Ta- 
ble Models list from $4.95 up. 

The Silex Company, Dept. P, Hart- 
ford, Conn. 
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TRACE MARR REGISTERED VS PAT OFF 


BREWING COMPLETED WITHOUT REMOVING GLASS FROM STOVE’ 
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WEW WAY TO REDUCE 
TRUCK TIRE COSTS— 


How much would you save 
you cut your tire bill 10%? 
In many cases the Goodrich 
han has been able to do better 
an that for utility operators. 
low? By means of a new 
hethod of tire selection and a 
w tire that is Triple Pro- 
ted against sidewall fail- 

es. 
First, tire selection. En- 
neers estimate that almost 
ery other truck has the 
ong tires for 100% service. 
oodrich has developed a de- 
called “The Truck Tire 
alculator” for 14-ton trucks. 
is Calculator not only tells 


exact size and type of tire 
t will give the best service, 
also indicates the probable 
of tire equipment, present 


tire costs and what tire costs 
should be. 

This device alone has saved 
thousands of dollars for truck 
owners. 

Second, a new tire inven- 
tion. The new Goodrich Sil- 
vertown is Triple Protected 
against sidewall breaks and 
blow-outs. Statistics show 
that 80% of premature fail- 
ures occur in the sidewalls— 
the “Failure Zone.” A new 
Goodrich invention is designed 
to overcome these failures be- 
fore they start! 


Here’s how it works: 
1. PLYFLEX—distributes 


stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


. PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 


bead. 


- 100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies—reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-124 


° 

The right tire for the load 
plus the advantages of Triple 
Protection will save you plenty 
of money. Why not ask the 
man in your organization who 
is responsible for tires to talk 
to the Goodrich dealer? 


Or if you will write direct, 
we will send you free, without 
obligation, the new Truck 
Tire Calculator and Practical 
Guide for Tire Combinations. 
This is part of the service we 
render free to users and pros- 
pective users of Goodrich 
Triple Protected Silvertowns. 
Just ask your secretary to 
write your name and address 


The B. F. Goodrich Company, Akron, Ohio «* 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








ten enemas 





Editor—Henry C. Spurr 
Associate Editors—E.tswortx Nicuo.s, Francis X. WELCH 
Contributing Editor—Owen Ety 


Public Otstlities 
Lortutghtly 
g 


VOLUME XXI February 3; 1938 NUMBER 3 


Contents of previous issues z Pustic Urtiiities ForTNIGHTLY can 
be found by consulting the “Industrial Arts Index” in your library. 


Utilities Almanack 
Along the Waterway bs ( Frontispiece) 

High Finance in Nebraska? Ernest R. Abrams 

Let There Be Free Competition J. E. Bullard 

The Réle of the Laboratory in Rural Electrification W. Clarence Adams .... 
Keeping Up with Uncle Sam Francis X. Welch 
Financial News and Comment Owen Ely 

What Others Think 


Should the Government Fight or Favor Big Business? 
The Willkie-Jackson Debate 

The Investors’ Strike against Utilities and Why 
Appropriation Side Lights on TVA 

Higher Utility Rates during Boom Times 


The March of Events 
The Latest Utility Rulings 
Public Utilities Reports 
Titles and Index 



































Advertising Section 
Pages with the Editors 
In This Issue 
Remarkable Remarks 
Industrial Progress 
Index to Advertisers 

















This magazine is an open forum for the free cnpreseion of seiaton concerning public utility regula- 
tion and allied topics. It is supported by subscription vertising revenue; it is not the mouth- 
piece of any group or faction; it is not under the editorial supervision of, nor does it bear the 
endorsement of, any organization or association. The editors do not assume responsibility for the 
Opinions expressed by its contributors. 





PUBLIC UTILITIES REPORTS, INC., PUBLISHERS 
Publication Office ‘ CANDLER BUILDING, BALTIMORE, MD. 
Executive, Editorial, and Advertising Offices............MUNSEY BUILDING, WASHINGTON, D. C 


Pustic Urtitities Fortnicutity, a magazine dealing with the problems of utility regulation and allied 
topics, including also decisions of the reguletdeys commainalens pad courts, aa = Utilities 
Reports, New Series, such Reports bsleg suspsrteg in part by those conducti 
manufacturers, bankers, accountants, and users. as second-class matter 
Act of March 3, 1879. Entered at the Post Office at Baltimore, Md., Dec. 31, 1936; 

Public Utilities Reports, Inc. Printed in U.S.A. 
PRICE, 75 CENTS A COPY ANNUAL SUBSCRIPTION, $15.00 


FEB. 3, 1938 4 








the resu 
sheath c 
tested a! 


Mark the 
table. Jus: 
ponductor 
llesign—b 
There is 
vay. Enc 
wsed both 
he groun 
bility. Th 
romplaint: 
Ukosheath 
t is clean, 


DKONIT 
This » 


February 3, 1938 


Public Utilities Fortnightly 5 


HEATH 


4 


A NON-METALLIC 
SHEATHED CABLE 
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1é 24 
BURIED TIME (IN MONTHS) 


The excellent moisture resistance of Okosheath cable is shown by the above curves. These show 
the results obtained on a length of standard, single conductor No. 4/0 A. W. G., 600-volt Oko- 
sheath cable which has been buried in wet ground for five years. It was removed periodically and 


tested after twelve hours’ immersion in water. 


ark the extreme simplicity of Okosheath 
table. Just a tough rubber belt around the 
ponductor. That is Okosheath. Simple in 
lesign—but it lasts. 

here is nothing to deteriorate and rot 
jway. Enormous quantities of Okosheath, 
ysed both in conduit and buried directly in 
he ground, have demonstrated its dura- 
pility. The Okosheath Service Record: No 
omplaints, no failures. 
Dkosheath is effectually moisture resistant. 
t is clean, smooth, flexible, light in weight, 


psy THE 


small in diameter; easy to handle and in- 
stall. A lineman can splice it. Tough and 
compact, Okosheath is just the cable for the 
tough pulls, 

Okosheath opens the way for the new trends 
and demands. Besides lower first cost, it 


saves in maintenance. The dollar benefits are 
both ways. 


Note: The above chart appears in our latest 
booklet on Okosheath, which will be mailed 


upon request. 


OKONITE COMPANY 
PASSAIC, NEW JERSEY 


DKONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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Pages with the Editors 





“The only competition worthy of a 
wise man is with himself.” 
—HorAce. 


T may be another case of rushing in where 
I angels fear to tread, but in this issue we 
present an article dealing with the somewhat 
explosive question of whether or not there 
should be competition between gas and elec- 
tric utilities in the same service area, instead 
of unified control. It is one of those issues 
sure to start a lively scrap among folks in- 
terested in utilities every time it is brought 


up. 


Mr. J. E. Butrarp, who tackles this tick- 
lish job for us, (beginning page 143), is par- 
ticularly well qualified to speak his mind for 
or against unified gas and electric service 
(he’s agin it). Mr. BuLtarp came out of 
Brown University in 1903 with a Ph.B. de- 
gree and a lot of unpaid bills, In an effort to 
settle the latter, he engaged successively in 
life insurance, drafting, and selling electrical 
appliances. In the appliance business, he 
found something of lasting interest. He de- 
cided to develop this by technical experience 
with the Builders Iron Foundry at Provi- 
dence, and then embarked on a career of com- 
mercial utility promotion which brought him 
to the Detroit City Gas Company, the Empire 
District Electric Company (of Joplin, Mo.), 
the Westchester Lighting Company (Mount 


ERNEST R. ABRAMS 


Will Nebraska rival Ontario’s public power 
set-up? 


(See Pace 131) 
FEB. 3, 1938 


J. E. BULLARD 


A house divided against itself should not be 
in the utility business. 


(See Pace 143) 


Vernon, N. Y.), the Public Service Co ; 
tion of Long Island, and its affiliate, the i 
sau & Suffolk Gas Co. By 1914 he had 
reached New York city proper and the former” 
Consolidated Gas Company nes. Follow- 
ing war service in France, Mr. BuLLARD set- 
tled down to editing and writing, mostly on 
the promotion of utility service. 


Asive from the merits of the argum 
separate gas and electric service sll 4 pre 
serves for us one relic of fond memory. Ina 
certain large Eastern city where there is 
fairly vigorous gas and electric competition, | 
the gas company still insists on lighting its 
large up-to-date downtown office with the 
fashioned globe-covered gas mantle burners. 
Whenever we are on the street where the gas” 
company offices are located, we never miss the © 
opportunity to pass by and peek in at the © 
cool looking, greenish yellow lights, which 
look for all the world like giant glow-worms 
resting on little brass pipe perches. In 
day of almost Po ine electric illumination, 
with its many modern styles and forms, there 
seems something brave and quixotic 
those few surviving gas burners of our — 
younger days. We hope the gas compai 
never gives in—on its office lighting, at le ty 


¥ 


OMES now one Ernest R. Asrams, other- ~ 
wise known as utility editor for The ~ 
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— VP] TAYLOR sToKer UNITS 
TAYLOR STOKERS 

FURNACES (Wot 
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1} 
cove 11 OF ag aN 


ELIMINATE 
THE SMOKE NUISANCE 


Power plants in thickly populated 
areas of the United States and 
abroad keep their communities con- 
tented by firing with Taylor Stok- 
ers. Taylor Stokers satisfy the 


most stringent of anti-smoke or- 


dinances. Investigate all the advan- 


tages of Taylor Stokers! 











Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 





Other Product§: a-£-cO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO H 





PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT Aux AR 
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8 PAGES WITH THE EDITORS (Continued) 


Financial Reporter, to tell us what all the 
shouting is about in Nebraska. There have 
been strange and exciting stories coming out 
of the Platte country these last six months 
or more. There have been tales of seemingly 
incredible alliances between Wall street and 
public ownership advocates. There have been 
visions of America’s first statewide public 
power monopoly, with private utilities bow- 
ing out of the picture after peaceful: purchase 
deals by the public districts. So we thought 
ForTNIGHTLY readers should be told about 
it all. : 


THE physical set-up of the so-called “Ne- 
braska grid” has been pretty thoroughly dis- 
cussed in the technical journals and most any 
close follower of the newspapers knows now 
that public power for all Nebraska is or will 
be divided into three parts, or districts—just 
like Caesar’s Gaul. But there has been little 
said or written concerning: the financial ar- 
rangements which might be necessary to 
carry out this ambitious public power pro- 
posal. What are the districts going to use 
for money? How do the private companies 
feel about the matter? These and other 
questions we told Mr. AsraMs to answer if 
he could. The article, beginning page 131, is 
the result. 


* 


re 4 H® who postpones doing proper things,” 

said the ancient Horace, “is like the 
rustic who waits for the river to pass along be- 
fore he crosses it.” In bringing power. to the 
rustic, it cannot be said that the power industry 
has waited for physical problems to solve 
themselves. On the contrary, the advance 
study of rural electrification was underway 
even before it was generally considered fea- 
sible to send power much beyond the average 
city suburb. Today, when the increasing pen- 
etration of power into the hinterlands is a 
common reality, more and more improve- 
ments are still being hatched and studied in 
the laboratories. W. CLARENCE Apams, well- 
known free lance journalist of Jonesboro, 
Ark., has an interesting description in this 
issue of the latest wrinkles in the rural power 
field (starting page 148). 


¥ 


ND that reminds us; in our next issue we 
are planning to present an article about 
REA by another journalist, too well known 
to ForTNIGHTLY readers to need further in- 
troduction. He is Hersert Corey. And not 
long after that, if present plans go through, 
we hope to present a more sympathetic treat- 
ment of REA by a third noted writer, who 
ie eng contributes to the FortNicgHtLy— 
Jupson Kinc. So you see we are giving rural 
power quite a play during the still young 
year of 1938. 


His is the season for departmental re- 
ports here in Washington. At this writ- 
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W. CLARENCE ADAMS 
Science keeps the kilowatt down on the farm. 
(Sree Pace 148) 


ing the FPC, REA, and TVA have made 
public their annual reports, with the anx- 
iously awaited FCC report on its special tele- 
phone investigation just around the corner, 
as it were. While these reports are not des- 
tined to be among the six best sellers this 
winter, and are not recommended for light 
reading, there are some interesting passages. 
Take, for instance, the FPC statement (page 
30, annual report) that “electric rate increases 
since October 1, 1924, have been relatively 
rare.” That is a quotation well worth re- 
membering the next time someone speaks out 
about mythical increases in electric rates. 


Concerning the. TVA, we hear that Chair- 
man Morgan is planning to get out a little 
report of his own to supplement the regular 
annual report. If so, this should help to keep 
the home fires burning down around Knox- 
ville. We are still waiting for the TVA re- 
port on the allocation of power costs which 
Congress required to be ready over a year 
ago. If TVA waits long enough with that 
report some day, the statute of limitations 
may run on the original statutory request 
| they won’t have to do it at all. 


But what we started out to say about this 
being the season for departmental reports 
flying thick around Washington is just this: 
Keep watching the FortNIGHTLY ye en 
for news, views, and reviews on all further 
developments in and out of the official reports. 


¥ 


THE next number of this magazine will be 
out February 17th. , 
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says the man from Remington Rand 


In 1938—as in years past—there 
will be no sale of Remington Rand 
adding or accounting machines 
without net profit to the user. 


This policy is made possible by 
the completeness of the Remington 
Rand line and by a full twenty 
years of specialized experience 
with every utility department. 


Whether you buy a portable add- 
ing machine for general office 
work or a complete accounting 
machine installation for customer 
billing ... payroll... or general 
accounting .. . you’re sure, in ad- 


vance, of getting the results you 
want without overspending. 


LET “PLANNED ECONOMY” HELP 
Find out right now how your 
bookkeeping routines could be 
strengthened and improved with- 
out switching from established 
procedures. And how the “planned 
economy” of properly chosen, 
conveniently arranged equipment 
can pay you profits year after year. 
Phone the Remington Rand office 
in your city for full details or write 
Remington Rand Inc.,Dept. U-521, 
Utility Division, Buffalo, N. Y. 





OK: if5 from Remington erite 


MANUFACTURERS OF ALL TYPES OF 
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Various regulatory rulings by courts and commis. 
88, from 21 P.U.R.(N.S.) 
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HE BEST WAY TO 
ANDLE ANGLE LOADS 


The Universal 
Swivel Sheave 
illustrated is de- 
signed for easy 
mounting on the 
rear of a line con- 
struction body using 
standard eyebolt 
spacings. Compact- 
ly constructed of 
cast steel, it swivels 
in all directions on 
a bronze thrust 
washer. A tension 
roller keeps the 
winch line in the 
proper position at 
all times. 


You can handle angle loads more efficiently 
with a UNIVERSAL SWIVEL «SHEAVE. 
The swivel pulley prevents friction wear on the 
winch cable, decreasing the load on the winch and 
increasing the life of the cable. The sheave is 
durably constructed to withstand the maximum 
load of the winch and is quickly mounted with- 
out a wrench. It is the logical accessory for 
wire-pulling or pole-dragging. 


Our line of PUBLIC UTILITY TRUCK 
BODIES AND EQUIPMENT is complete. We 
welcome your inquiries. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MONTAIGNE 





Epitror1AL STATEMENT 
The New York Times. 


Homer S. CuMMINGS 
U. S. Attorney General. 


Joun M. Carmopy 
Federal REA Administrator. 


STEPHEN LEACOCK 
Economist and humorist. 


GeEorGE BERRY 
U. S. Senator from Tennessee. 


Cuarves L. McNary 
U. S. Senator from Oregon. 


AnprRew J. May 
U. S. Representative from 
Kentucky. 


GeorceE HENRY PAYNE 
Member, Federal Communications 
Commission. 


Gerorce W. Norris 
U. S. Senator from Nebraska. 


N. T. Per 
Writing in Industrial Power. 
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“Politics stops at the water’s edge except when the 
water runs over a TVA dam.” 


¥ 


“I am very much gratified at the decisions rendered 
by the Supreme Court in the Alabama and Duke Power 
cases,” 

> 

“We have not taken a single customer from any power 
company. I would say in general that we have avoided 
competition.” 


* 


“ ... 1 doubt if anybody living could name all the 
[Canadian] parties and tell what they stand for, If he 
could, his life must have been ill-spent.” 


¥ 


“Obviously, when the three members of the board of 
an enterprise as large as the TVA can’t agree, something 
should be done to straighten things out.” 


> 


“I would like to have the Trade Commission look into | 
the amount of money appropriated for the TVA and 
the amounts transferred to it by the President.” 


5 


“TVA is on the hot spot. It is on the verge of u- 
savory disclosures. Senator Norris’ resolution would 
again pull the curtain of secrecy upon that scene.” 


> 


“There should be a chain of noncommercial [municipal 
broadcasting] stations across the continent—free of pills 
and powders, laxatives, and Hollywood actors.” 


> 
“The government’s policy of establishing a yardstick 
and of regional planning can go side by side with the 
program to encourage expansion of private utilities.” 


= 
“Gas rates are sufficiently low in certain sections of the| 
country to permit the generation of electricity in indi- 
vidual plants by a gas engine cheaper than the energy cal 
be purchased.” 


12 








february 3, 1938 Public Utilities Fortnightly 


Burroughs 








DUPLEX CA 


Bk pa 


GRAND TOTAL | 


or the Net Result 






ae eo 
Any amount In lower dials ox 7 
= es 
may be added to, or sub- Ca § 
tracted from, the amount — ZA 
In upper dials by touching soy FF 


the plus key or minus key. 


INDIVIDUAL | 
TOTAL 


or the Result of a 
Single Calculation 


Direct to the Net Result! 


This new Burroughs Electric Duplex Calculator—complete with direct 
subtraction and two sets of accumulating dials—saves needless steps 
in handling any calculating job. : The lower dials show the result of 
each individual calculation; the upper dials show the grand total, 
or net result. Thus the complete calculating job can be done on this 
remarkable machine with one handling of the figures. This means a 
surprising saving in time, money and effort. For a demonstration, 
or for complete information, telephone the local Burroughs office. 
BURROUGHS ADDING MACHINE COMPANY, 6972 SECOND BLVD., DETROIT, MICH. 


THERE'S A BURROUGHS CALCULATOR FOR EVERY TYPE OF CALCULATING 
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REMARKABLE REMARKS (Continued) 


FPC ANNUAL Report 1937 
(Excerpt from page 30.) 


Rosert H. Jackson 
U. S. Assistant Attorney General. 


Daniet C. Roper 
U. S. Secretary of Commerce. 


PRESIDENT ROOSEVELT 
From the Budget Message. 


Mayor GENERAL J. L. SCHLEY 
Chief of Army Engineers. 


Frank R. McNIncH 
Chairman, Federal Communications 
Commission. 


Wru1am E. Lee 
Member, Interstate Commerce 
Commission. 


Davin SARNOFF 
President, Radio Corporation of 
America, 
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“[Electric] rate increases since October 1, 1924, haye 
been relatively rare, . . . and in many of the instances 
where increases were found for some consumptions they 
were offset by decreases in other consumptions.” 


> 


“The real operators of our utility companies, for ex- 
ample, have had to struggle along doing the best they can 
to meet the unnecessary and outrageous burdens placed 
upon them by superimposed holding company finance.” 


a 


“Sincere efforts to bring about an understanding be- 
tween the government and the [utility] industry have 
been frustrated by the latter’s contest of the constitution- 
ality of a statute [Public Utility Holding Company Act],” 


¥ 


“This reduced amount [for TVA] represents the abso- 
lute minimum necessary to complete these navigation and 
flood control projects on an efficient schedule and to enable 
the Authority to dispose of the surplus power created 
thereby.” 


> 


“The [War] department reviewed carefully the two re- 
ports [on regional planning] and studied the President's 
mesage [on flood and drought control planning, June 3rd] 
referred to, and it appeared possible the reports might be 
considered to be inconsistent with the message and there- 
fore were not submitted.” 


¥ 


“The [FCC] commission is watching the development 
of radio-telephone communications with great interest. It 
is impossible to foresee what the future possibilities of 
the radio telephone will be in making service available to 
people living in areas heretofore inaccessible to telephone 
communication service.” 


* 


“After all is said and done, under commission regu- 
lation, the people of this country, as a whole, have ade- 
quate and generally satisfactory water, light, power, tele- 
phone, telegraph, and transportation service. No 
one contends that this service is perfect, but I believe it is 
generally conceded to be superior to that afforded any- 
where else.” 


ba 


“I firmly believe in the American system of private 
enterprise, rather than government subsidy ; of free radio 
to the home, rather than license fees paid to the govern- 
ment by owners of receiving sets; and I have no doubt 
that in due time we shall find practical answers to the 
practical problems which now beset the difficult road of 
the pioneer in television.” 
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New C-E Units for 


Riverbend Station 























Duke Power 
Company, Inc. 


Capacity: Each Unit—275,000 1b. per hr. 
Design Pressure—725 Ib. 
Total Steam Temperature—825 F. 























a eam 

HE sectional elevation at the right 

shows one of the two C-E Steam 

Generating units now being erected 

for the Duke Power Company, Inc., 

at the Riverbend Station, Mt. Holly, 
N. C. 























These are complete C-E Units com- 
prising 3-drum bent tube boilers with 
dry drums, Elesco Superheaters, 
Ljungstrom Air Heaters and com- 
pletely water cooled furnaces. They 
are pulverized fuel fired using Type 
L Burners which are located in an 
arch at the top of the furnace. Three 
C-E Raymond Bowl Mills supply pul- 
verized coal to each unit. 


















































C-E PRODUCTS 


All types of 


BOILERS—STOKERS—FURNACES 
PULVERIZED FUEL SYSTEMS 
HEAT RECOVERY EQUIPMENT 


Fabricators of pressure vessels, tanks, 
etc., welded or riveted, in carbon, 
alloy or clad steels. 











COMBUSTION ENGINEERING COMPANY, INC. 
200 MADISON AVENUE ® NEW Le ae 


A iates: Combustion Engineering Corp. Ltd., Montreal A-302 
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HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 

















WHEREVER 


2 SEATS 
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Overt IE : 245+, USE DOUBLE SEALS TO MAKE 
dices of Dou : DOUBLY TIGHT CONNECTIONS 


ble Seals to Was fH) Lx 
all “ap roved < eee, ~ : This mechanically strong copper pipe con- 
nder- < = ‘ : 
writers’ Lab- (f nol] N ———— nection features 2 planes of contact 45° + 
aS : 


ee 90°. It requires no sealing agent for its 
= 4 ie copper to copper in a positive doubly tight, 

Tans | a a ~ doubly sealed connection. Use Double Seals 
on appliances, instruments for piping water, 
gas, air or liquid of any kind. They are ap 
proved by Underwriters’ Laboratories and 
by scores of independent laboratories. Write for catalogue. 
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ames HAYS MFG. CO., ERIE, PA 
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Increase the Output of 


typed forms per operator 
50% .... and MORE 


Every day in public utilities and hundreds of other 
businesses the Egry Speed-Feed demonstrates its 
unmatched performance and ability to effect sharp 
economies in time, labor and money in the typing of 
all multiple copy business forms .. . at a cost of 
less than 2c per day for only one year! 





Instantly attached or detached without the use of 
tools, or interfering in any way with the construc- 
tion or operation of the typewriter, the Egry 
Speed-Feed, in one minute, con- 

verts any typewriter into a prac- 

tical billing machine using Egry 

Continuous Forms. Carbons are 

automatically inserted and_ re- 

moved, making all the time of the 

operator productive, thereby in- 

creasing the output of d forms 

50% or more and eliminating the 

use of loose carbons and 

forms and of costly pre- 

inserted one-time carbons. 

All copies kept in close 

registration. Up to 300 sets 

of forms may be written 

with a single loading of 

carbons. 


Get all the facts. Demonstrations 
arranged in your own office without 
cost or senentbon. Address Depart- 
ment F-23. 


The EGRY REGISTER Company 


Dayton, Ohio 
SALES AGENCIES IN ALL PRINCIPAL CITIES 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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AND A NeW 3/a-TON 


FULL LINE 
%10 
2101 


@ GMC offers for 1938 three 

new light and ‘“‘light-heavy’”’ 

models—a new %-ton, new 1- 

ton, new 1%-ton — built for 

lowest-cost service. GMC also 

aah Fe full coverage * the 

medium an eavy duty Se “1 
fields—including a full line of weet “a 
lowest priced standard cab- 

over-engine models, capaci- 

ties 1% to 12 tons! See the cm 

1938 GMCs now—get the new ola 

low prices. See, try, buy r 4 = 

GMC, the newest in. trucks! 


jo 
Time payments through our own Y.M. A.C. _ WS 


Pian at lowest available rates 


GENERAL MOTORS TRUCKS £ TRAILERS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 











Public Utilities Fortnightly 





They lasted 


25% LONGE 


WHEN CHOSEN by TEST 


Street Lighting Globes, for years, were 
considered to have a life which was termi- 
nated by accidental dropping or by a 
small boy’s stone. 

Tests by Electrical Testing Laborato- 
ries disclosed the fact that strains in glass- 
ware constitute an important mortality 
factor. Globes selected by careful test 
were found to have a 25% longer life than 
“run of mine” globes, under identical con- 
ditions of service. 

For more than forty years, E. T. L. has 
been conducting research and tests on 
nearly everything that a modern utility 
buys, sells, services or uses. Our clients 
tell us that this makes their operations 
more economical. 


Ad pamphlet entitled “Fact is Sounder Than 
Fiction” will be sent on request. 


ELECTRICAL 
TESTING 
LABORATORIES 


} ; 


DAVEY LINE CLEARING SERVICE 


Expert Tree Men 


@ By Supervised Study 
@ By Thorough Training 
@ By Long Experience 


@ By Constant Education 


Always use dependable Davey Service 


DAVEY TREE EXPERT CO. KENT, OHID 


DAVEY TREE SERVICE 


GOOD 
INSULATORS 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 

Our product is produced by men 
of the greatest experience to be found 
in the industry. 

Vicror made insulators are Goop 
INSULATORS. 


Catalog on request 
Victor Insulators, Inc. 
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> Full Size Professional J# 


ou 


h- ARC: 
WELDER 


din 
—only $39.25 with De Lux 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
metal. A sturdy, welded-steel- 
construction machine. yet 
ly portable on casters. 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Economical—costs only a few penniesan 
hour to use. Often pays for itself or first or 
second job. Can be carried right te outside jobs 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 


be ay em Detalls FREE! 
Send no money! rite today for fpectenting 
facts about this new Aladdin ARC WELDE 
with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
and construction work—a high] efficient machine 
GUARANTEED TO MEET A , ata 
fraction of the price asked for others—at a sav- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 
COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, 







































































USE Re ’ E CENTRALIZED SERVICE 


Use R.& I.E. centralized Service for the 
whole job — complete substation design 
and equipment. There is a big advantage 
in putting the entire problem under one 
responsibility. 

In R. & I. E., the Public Utilities have 
found engineering ability to cope with 
every outdoor and indoor switching prob- 
lem. Here are complete design and manv- 


facturing facilities under one roof. 


From the layout to the lines, R. & 1 £ 
offers the benefit of twenty-five years ex 


perience, 


» 
RAILWAYs INDUSTRIAL 
ENGINEERING CO. 

GREENSBURG, PA. 


Sales offices in principal cities 
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@ A positive rear end air seal eliminating rear 
arches, and water backs, and permitting a less 
costly furnace construction . . . 50% less carbon 
loss in the ash . . . an even depth of fuel bed 
maintained automatically, side to side and 
front to rear, providing uniform passage for 
the air, eliminating stratification of the gases 
and permitting rapid pickup . . . these are just 
a few of the many exclusive features Stowe 
Stokers, and only Stowe Stokers, can give you. 

Of great importance to management and 
purchasing personnel is the unlimited fuel 
selection. Stowe Stokers of similar construction 
are burning the entire range of fuels from 5% 
Pocahontas slack to the high ash low fusing 
coals found west of the Mississippi River. They 


Public Utilities Fortnightly 


permit operators to burn the coal that repre- 

sents lowest cost per B.t.u. laid down on their 

storage piles, and to change from one coal to 

another as strikes, fires, fluctuating mine prices 

and changing rail, water or truck rates, makes 

this coal or that the most advantageous to burn. 
Characterized by impartial observers as the 

greatest forward step in mechanical firing in the 

last ten years, Stowe Stokers are the obvious 

first choice for new boiler 

and modernization projects. 

Write for a full description 

and the illustrated catalog. 

It will pay you to investigate 

Stowe Stokers’ possibilities 

for your plant! 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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RILEY PULVERIZERS 
in Central Stations 





Plant after plant in the Public Utility industry has swung to Riley 
Pulverizers . . . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 
City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 
Dubuque Electric Co., Iowa 
Central Iowa Power & Light Co. 
Lynn Gas & Electric Co., Mass. 
Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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RIGHT TYPE 


for 
EVERY 


SERVICE 


Somewhere in this broad line of modern. 


highly-efficient Turbine, Centrifugal and 
Reciprocating Pumps is exactly the equip- 
ment you need, no matter what your 
pumping problem. American-Marsh en- 
gineers can help you get results with 
UTMOST economy. We have done it 

a thousand times before! Write us for 
bulletins. 


AMERICAN-MARSH PUMP NC 
Centrifugal, Turbine, Steam, and Pow: 


BATTLE CREEK .... MICHI 
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The sale of Modern Lighting 
for Modern Store Fronts should 
begin at Home! 





Here's how Architect Geo. F. Sansbury and the Potomac Edison Company 
convince the merchants and property owners of Cumberland, Md., of the 
value of brightly lighted stores. 


A modern store front demands modern illumina- practice what we preach . . . because we know it 
tion. And modern illumination means a heavier means better business!” 
lighting load. There’s a natural tie-up if there Put a new Pittco Front on your utility show rooms, 
ever — one... new Pittco Store Fronts and Make them an example of what you preach. 
modern lighting. when the Pittco Store Front Caravan, sponsored 
But to take best advantage of this tie-up ...to by Pittsburgh Plate Glass Company, comes to your 
convince prospects in your community of the sound- territory, don’t miss it. It shows you numerous 
ness of store front modernization with better light- actual examples of modern store front lighting. It 
ing . . . there’s nothing more valuable than an offers you an opportunity to cooperate with a pro- 
actual example ... on your own show rooms... motional effort that leads directly to more busines 
of just what you mean. yd 7. Contact rae! am branch for data = 
5 the Caravan ... and for any cooperation on 
You talk to a merchant... . tell him the need for : 
modern merchandising methods . . . plug away on fronts you may need in your work. 
yt og | = store front with mie lighting. 
nd to clinch the argument, you say at our 
own quarters down the street. There’s a new pail PITTS BURG H, 
front . . . illuminated in the modern manner. We PLATE GLASS COMPANY 
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Model 
to 22" 


Model 
to 24" 
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an YDitc HERS 





Model I! digs trench 11'/." 
to 22" wide, depths to 5!/'. 


Model 12 digs trench 14!/," 
to 24" wide, depths to 5!/4'. 


ACCU RATE.. Low: cost cli , ; 


‘C4 Put a Buckeye Ditcher on the job and you know that the trenc 

will be completed on schedule and at minimum cost. No sc 

ORIGINATORS condition short of rock is too difficult and you have availak 
of the , the power and the choice of digging speeds that make 
markable savings in time. When you buy a Buckeye you 

WHEEL: TYPE getting a machine into which has ina all the cadena ‘ 
DITCHER and experience that comes from well over a third of a cen 

of building trench excavating machines, in use wherever pip 

lines are laid, the world around. 





BUCKEYE TRAILER 


For ease in transporting Buckeye Ditch- 
ers, investigate the advantages of these 
rugged, easily loaded trailers—built in i 
6, 10, and 15 ton capacities. ml i 


THE BUCKEYE TRACTION DITCHER CO. 
‘ FINDLAY, OHIO . 
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RESCENT’S 


ICROBE HUNTERS” give faultless dies a clean bill of health 


Eagle eyes peering through this binocular mi- 
croscope can detect the most minute flaws that 
tend to mar the finish or shape of dies used in 
drawing copper for Crescent Wire and Cable. 
And close-at hand, is some of the precision sizing 
and polishing equipment necessary for the shap- 
ing and maintenance of tungsten carbide dies. 

Such close control over all forming tools is a 
standing “must” order in the Crescent plant to 
insure accuracy and uniformity of wire and 
cable sizes. 


cRE 


INSULATED WIRE ( 








CONTROL CABLE 
DROP CABLE 

LEAD COVERED CABLE); 

MAGNET WIRE 

PARKWAY CABLE 

RUBBER POWER CABLE 
SERVICE ENTRANCE 

CABLE 


SIGNAL CABLE 
VARNISHED CAMBRIC 
CABLE 


WEATHERPROOF WIRE 





All types of Building Wire and all 
kinds of Special Cables to meet 
AS.1.M., A.R.A., LLP.C.E.A., and all 
Railroad, Government and Utility 
Companies’ Specifications. 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolu- 
ionary larger-capacity foam equipment for 
ammable liquid fires. 
he specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 2!/,"). 
hen the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into 
he water stream in the proper proportions 
© form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


PhoTGUS ons Phomaide 


SOLUTION 


developed, made and sold by 
Mansfacturing Compa 


Sky 
naneas crry 





eas Pmaneco 
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Your Purification Boxes will operate Better and Longer 
Spm with CONNELLY 


* 






This shows why Connelly Iron Sponge lasts longer, For year round economy, use this superior 
purifies better, and “goes farther.” Note how ordi- purification material . . . made under control 
nary wood shavings pack down under the man at the methods to insure a uniform mixture of Connel! 
left. At the right is the patented wood filler used in selected wood filler with the highly active, hyd > 
Iron Sponge, which stands up under the weight. That’s alkalized iron oxide that gives increased ca . 
why Iron Sponge maintains the bed porosity and cuts rapid rejuvenation after fouling, and fewer re- 
down pressure loss through the box. newals, Ask for Bulletin No. 100-B-1. 


CONNELLY [2QN, SPONGE AND 


GOVERNOR COMPANY 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 















ah ae: > | ae wea oe eee 
TOWSON, MARYLAND 


TOOLS 
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EWELERS WANT BETTER LIGHTING because they are convinced of its 


remendous value as a “selling tool” in their business. ; 

They know that high intensity glareless illumination gives their merchandise new sales 
appeal by emphasizing its beautiful color, metallic texture and delicate design. 

Permaflector Lighting has played a major role in jewelry store lighting modernization. 
ewelers are enthusiastic about their results from using this modern lighting method that 
directs high intensity glareless illumination to the "selling area" of their store interior and 
transforms their show windows into sales windows. 

You can sell jewelers increased kilowatt hours more easily by recommending Permaflector 
Lighting—the "selling tool” accepted by jewelers everywhere. 


PITTSBURGH 3 


REFLECTOR Ae Coe ae, ca 
Lighting for Modern Jew Store 
= Merchandise,” which contains informa- 
tion and of actual installa- 
tions that will you sell your next 
prospect. 


OLIVER BUILDING 
PITTSBURGH, PA. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





February 3, 1938 Public Utilities Fortnightly 31 





A one "nachage” oubfit with a 


With compressor in the réar, op- 
erated off the power shaft, this 


Cletrac supplies air for the power 


hammer. 


With bulldozer in front, it quickly 
backfills the ditches. 


In between times, it moves heavy 
materials—a Jack of many trades 


and master of them all. 


Matching the Cletrac in sound en- 
gineering and sturdy construction 
is a complete line of working 
equipment — bulldozers, scrapers, 
air compressors, welders, post hole 
augers, rock crushers, front end 


loaders, winches, booms. 


There’s a Cletrac for every job— 
fifteen models from 22 to 94 
horsepower, either gas, tractor 
fuel, or Diesel powered. In- 


vestigate. 


THE CLEVELAND TRACTOR COMPANY + CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps both tracks 
pulling at all times . .. on the turn as well as on the straightaway. 
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UTILITY REGULATION 


Wor 


1937 PROCEEDINGS 














NATIONAL ASSOCIATION OF 
RAILROAD AND UTILITIES COMMISSIONERS 
$6.00 


DISCUSSIONS BY SPECIALISTS 7 
ON PUBLIC UTILITY REGULATION AND ACCOUNTING PRACTICES — 


50 COMMISSIONS (FEDERAL AND STATE) REPRESENTED 


Rate Regulation—Rural Electrification—Public Utility Holding 
Company Act—Regulation of Securities Issues—Regulation 
of Accounting Practices—Problems Presented by the 
Federal Motor Carrier Act 


OTHER PUBLICATIONS OF THE N. A. R. U. C. 

Uniform System of Accounts for Electric Utilities 

(Classes A, B, C and D) (1936) 
Uniform System of Accounts for Gas Utilities 

(Manufactured and Natural Gas) (Classes A and B) (1936)............00008 2.00 
1937 Revisions in Uniform System of Accounts for Gas Utilities 25 
Retirement Units for Electric Utilities (Mimeographed)................ceeceeevees 85 
Retirement Units for Gas Utilities (Mimeographed) 85 
Depreciation—A Review of Legal and Accounting Problems 
Report of Committee on Public Utility Rates (1937) .......... cece eee cece eeeeenes d 
Report of Committee on Public Utility Rates (1936).............cececeeceesueeues 50 
Report of Committee on Progress in Public Utility Regulation (1937)............- PY 
Report of Special Committee on Progress in Public Utility Regulation (1936)...... Fe 
Recent State Legislation Affecting Public Utility Regulation 

Prepared by the Special Committee on Progress in Public Utility 

Regulation (Chart 17” x 22”) (1936) 


(Where remittance accompanies order we pay forwarding charges) 


THE STATE LAW REPORTING COMPANY 
Official Reporters and Publishers of N.A.R.U.C. 
30 VESEY STREET NEW YORK, N.Y: | 

















February 3, 1938 Public Utilities Fortnightly 


EMCO >presents 
eas —s 


FOR 


(eee) k 


EMCO 
DOMESTIC 
METERS 


EMCO IRONCLAD 
LARGE CAPACITY METERS 
METERS 


med CHANGING LOADS! 


PRESSED STEEL 


pies: INCREASED LOADS! 
| VARIABLE LOADS! 


will not involve measurement 
worries for EMCO equipped 
systems. Today, as in the past, 
canal EMCO’s accurate measurement is 
METERS based on design, materials and 
manufacture to meet the most 
stringent metering tasks no matter 
what tomorrow’s loads may bring. 


PITTSBURGH EQUITABLE METER CO 


MERCO NORDSTROM VAI 
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I Costs Lesswith GRINNELL 


WELDING FITTINGS 


Grinnell Welding Fittings have been carefully engineered 
to eliminate all complications in use. Using them properly, 
there need never be anything but the strength and sim- 
plicity of a plain circumferential butt weld in even the 
most complicated piping system. Any qualified pipe 
welder can make one or a hundred welds of this type 
perfectly, economically. 
Seamless, uniform in wall thickness, smooth inside and 
out, Grinnell Welding Fittings, assure strength and free 
flow. They are easier to use because they are uniform 
and circular at all diametric angles. Their properties, 
ne) identical with the pipe, make for easy welding. 


Far ES o 
if Paint te: v 
, a oat segs 


ho ca 
V era 


WHENEVER PIPING. 1S INVOLVED 
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Here’s a Large Capacity Range of 


EXCEPTIONAL Speed 


OUTSTANDING Beauty 


HIS masterpiece of styling has six HI- 

SPEED L&H CALROD top units. Two 
large size ovens with exclusive “EQUALIZED 
HEAT” for better baking have Wilcolator tem- 
perature controls. Warming drawers on roller 
bearings add further appeal to this extraordinary 
“custom built” range. Write for details. 


A. J. LINDEMANN & HOVERSON CO. 
MILWAUKEE WISCONSIN 


HI-SPEED a ((/ ( )\ (i, 
L&H CALROD WSS | GG) Adbve $1Cek cl 
0 eo poe 3 >= : E L 3 G T R ! Cc R A N G E S 


heating element. 











No Other Battery Like This One 


Bhar and recommended by consulting and 
operating engineers all over the world, the 
Exide-Chloride Battery is worthy of the confidence 
reposed in it. 

The Exide-Chloride is built primarily for con- 
trol bus or other floating stationary service. Its 
life is exceptional; its maintenance cost negligi- 
ble; its Manchester positive and Box negative 
plates unique in the field of storage battery en- 
gineering. 

Write for Bulletin 204 and learn why this bat- 
tery has characteristics that make it especially 
suitable for stationary service. 


THE ELECTRIC STORAGE BATTERY CO. 


The World’s Largest Manufacturers of Storage Batteries 
for Every Purpose 


CHLORIDE 
BATTERIES PHILADELPHIA 


Exide Batteries of Canada, Limited, Toronto 
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gg a improved public relations, 


Dictograph also 
draws to your atten- 
tion its widely used 
general executive sys- 
tem — for internal 
communication _ be- 
tween administrative 
and executive depart- 
ments. These systems 
feature many exclusive 
advantages we will be 
glad to describe. 


D 


K. EYS that centralize all information needed in dealing with customers 
on the desk of a Customer Contact Clerk. Keys that permit instantaneous 
voice communication with History Clerks, Service Clerks, Bookkeepers and 
other reference departments. Keys that ease congestion, that save time, 
that reduce losses, that increase efficiency ... keys that speed transactions 
and give your customers a new conception of the word SERVICE. 


These are the keys of the Dictograph System of Interior Communication 
and Control—designed especially for public utility companies. With the aid 
of this system a Customer Contact Clerk takes care of all personal contacts 
with customers—performs at top efficiency. He never stirs from his desk to 
waste time in obtaining reports and information. The flip of a key on the 
simple instrument before him puts him in immediate contact with any 
wanted reference source. Without the customer being aware of it, History 
and Service departments “listen in” on the interview. In a moment's time 
they are ready to signal by means of red or green lights their approval or 
rejection of a service application—or to report by means of the hand-set 
phone their findings on bill questions, complaints, credit ratings, etc. Every- 
thing is smooth, everything is under control. There are no tiresome waits, 
no annoying “asides” among clerks, no discourtesies—the customer goes away 
with a favorable impression of his public utility company. 


In brief this is what the Dictograph System of Interior Communication 
can do for you. But you will want all the facts. You will want to know, 
for instance, how Dictograph can be operated for still greater efficiency in 
conjunction with a nationally-known Filing System. Dictograph has been 
successful over and over again in solving intercommunicating problems 
as yours. Write today. Learn in detail why Dictograph is the key to im- 
proved public relations. 


DICTOGRAPH PRODUCTS CO., INC. 


580 FIFTH AVENUE 
Offices in All Principal Cities Throughout the World 


NEW YORK, N. Y. 


MANUFACTURERS OF PRECISION EQUIPMENT SINCE 1902 
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@ CRAWLER AND 
LOCOMOTIVE 
—-SHOVELS— 

DRAGLINES—CRANE 


@ Today operators all over 
the country are shouting 
the praises of the Link-Belt 
Speed-o-Matic. The easy, 
hydraulic - pressure lever 
controls have made oper- 
ation like play instead of 
work. It results in... 
much speedier operation 
... elimination of op- 
erator fatigue .. . less 
wearing parts, less 
trouble...greatly in- 
creased output 


LINK-BELT COMPANY 
300 West Pershing Road 
CHICAGO 
Distributors and Offices in 
poe 7%. ; 7260-A Principal Cities 


Oo. et 
. 8S Et 
Pr 
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This machine auto- 
matically provides 
printed reports from 
punched cards. 











The same machine for 


all phases of UTILITY ACCOUNTING 


{| It isn't necessary to have a large volume of business to benefit by the 
punched card method of accounting. This modern, widely accepted 
accounting method now offers a unique and economical advantage to 
small and medium-sized companies. 

{This advantage lies in the flexibility of the machine shown above. 
This one machine will take care of practically every type of utility ac- 
counting. Automatically, from punched cards, it will prepare complete, 
alphabetic and numerical reports. By simply altering the controls on 
this machine you can switch from Billing to Payroll to Operating Ledg- 

ers—all in a matter of minutes. Thei 
| Let us send you detailed information regarding the accounting .econ- desig 


omy which this flexibility means to you. spons 
embl 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: ae BRANCH OFFICES IN 
590 MADISON AVENUE, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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WALL 


BRAZED STEEL DOUBLE- 
JACKETED COMPOUND KETTLE 











A double-jacketed compound kettle for melting 
joint filling compounds. Exceptionally rugged, made 
of heavy steel, with bottom and spouts brazed. Out- 
side jacket completely covers sides, top and spout. 
Complete with double ring on bail for lowering and 
raising in a manhole or on a pole. 


View of Bottom, show- P. WALL MFG. SUPPLY co. 
ing Double Jacket all PITTSBURGH, PA. 


over 




















BARBER Gas Pressure Regulators-- 
a Real Protection to Gas Users! 


OST Gas Companies realize their opportunity as 
well as their responsibility to their customers, in 
promoting the wider use of gas pressure Regulators. 
They point out to gas users the advantages, in better 
performance and increased safety, of equipping the line 
or the appliance with a dependable Regulator. More- 
over, service costs and complaints are thereby greatly 
reduced. 
BARBER Regulators are built to the highest stand- 
ards of precision and operate to .3 pressure drop. All 
bronze body, brass working parts. Sizes 4” to 1%” 
tested and certified by A.G.A. Testing Laboratory. f 
Their attractive appearance harmonizes with modern Made in %", = va a . 
design in heating equipment. For appliances which you sys Deere ae 
sponsor, let the Barber Regulator stand as an additional s 


emblem of Quality. Write for complete Catalog 31, 
prices and discounts on the 


BARBER fT Gas BURNERS 2 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 
A SRIRAM mS 
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COMBINED METERS SANGAMO TYPE HV METERS 


AND TIME-SWITCHES 
The Type HV instruments combine gq 


standard singlephase HF watthour 


meter with a synchronous motor time- 


switch—in various switching arrange- 


ments—supplied with or without two- 
rate register. Low cost installation and 
ae alien minimum space requirements make 


them desirable for metering and con- 
TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Loads! 


wy -W) cy-W heme 2 em anemmcnes ta UB 


SPRINGFIELD, ILLINOIS 





oe 


AT YOUR, Delta-Stax G) Bnoctuit O» 


SERVICE 2400 BLOCK FULTON STREET, CHICAGO, ILL. 
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Welding Goggles Chipping Goggles 


"“SAFETY-SERVICE”’ 


A Quality Line of 


Accident-Prevention Equipment 
for Every Industrial Need! 


The “SAFETY-SERVICE” line is noted for “High Quality” and is 
a complete line of safety equipment necessary to safeguard your 
workmen against any and all sorts of industrial hazards—protection 
from head to foot, such as Goggles, Welding Glass, Helmets, Hoods, 
Gas Masks, Respirators, Protective Hand Cream, Lineman’s Rubber 
Gloves and Blankets, Floor Mats, Ladder Shoes, Wool Suits, also 
Gloves, Mittens, Sleevelets, Coats, Pants, one-piece Suits, Leggings 
and Aprons made of either Asbestos, 
Leather or Fire-Resisting materials, 
and a large number of mechanical de- 
vices, machine guards, signs, etc. 
Send us your orders for ALL Safety 
equipment items. Whatever your re- 
quirements are—we have it, and our 
prices are very reasonable. 
Write TODAY for copy of our general 
Catalog No. 10 on Accident-Prevention 
equipment. It helps solve your acci- 
dent-prevention problems, by helping 
you to select the proper device for a 
specific need. 


THE SAFETY EQUIPMENT SERVICE CO. 


Buell W. Nutt, President 
1228 St. Clair Ave., CLEVELAND, OHIO 


Welding Glass 
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When the ultimate in 
deaerating performance 


Below: Elliott 600,000-lb. per hr. 
horizontal welded steel plate de- 
aerating heater to furnish “‘sero- 
oxygen” water for the high-pres- 
sure boilers installed to furnish 
steam for a “topping” turbine in 
the Rivesville, W. Va., plant of 
The Monongahela West Penn 
Public Service Company. 


a | 


% 


At right: Elliott 1,200,000-1b. 
per hr. horizontal welded steel 
plate deaerating heater for 
“sero-oxygen” performance in 
connection with a super-im- 
posed turbine unit in the 
Waterside Station of the New 
York Edison Company. 


ELLIOTT 
COMPANY 


Deaerator and Heater 
Dept. 


JEANNETTE, PA. 










District Offices 
in Principal Cities 


N-938b 
[o 
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is demanded 


Expensive, high-pressure, high-temperature 
boiler equipment must be adequately pro. 
tected against corrosion troubles, The 
deaerating unit must do a dependable, 
outstanding job. 

Utility plants have come to Elliott Com. 
pany for deaerator and deaerating heater 
units to serve their high-pressure boiler: 
The illustrations show two typical horizontal 
steel-plate deaerating heaters recently fur. 
nished public utility stations, where the re 
quirements are “zero-oxygen” feed water, 
heated to the saturated temperature of the 
steam supplied the heater. 

The operating principle of Elliott deaerat- 
ing heaters, plus careful attention in apply. 
ing design factors, permits the attainment 
of this exacting performance. Elliott heater 
are designed for any operating condition 
or capacity needed. 





ei. 


: 


ELLIOTT peaerators and 
DEAERATING Feed-water HEATERS 
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1 Facey Ges sp rventation opens Eastern Natural Gas Regional Sales Conference, Pitts- 
urg a., 





1 New England Gas Association will hold annual business conference, Boston, Mass., 
February 24, 25, 1938. 





{ Dept. of Commerce presents program over C. B. S. network on “The Gas Industry” — 
5th in 1938 “Stories of Industry” series, 5:00-5:30 P. M., B. S. T., 1938. 





§ Edison Electric Institute, Prime Movers Committee, opens meeting, Cincinnati, Ohio, 1938. 





Waione j. Fioeeetes! Manufacturers Association starts midwinter meeting, New > 
or = 





{ American Railway Engineering Association will convene, Chicago, Ill., March 15-17, 1938. 





{ Edison Electric Institute, Transmission and Distribution Committee, starts meeting, 
Louisville, Ky., 1938 





1 deat Gas Association starts Mid-West Regional Gas Sales Conference, Chicago, Ill., 





{ American Water Works Association, New York Section, will convene, Jamestown, N. Y., 
March 17, 18, 1938. 








q TRE teapeanel Association will hold annual c ion, Oklah City, Okla., March 
21,2 





{ Texas Telephone Association will hold convention, Dallas, Tex., March 23-25, 1938. 





{ American Institute of Mining & Metallurgical Engineers starts convention, New 
York, N. Y., 1938. 

















b | oS se Association will convene for session, Oklahoma City, Okla., March 





{ Southern Gas Association and A.G.A. South-Southwestern Regional Gas Sales Con- 
ference begin session, Dallas, Tex., 1938. 
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Photo by H. Armstrong Roberts 


Along the Waterway 
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High Finance in Nebraska? 


Under the active influence and with the financial aid of the Public Works 
Administration, three publicly owned power and irrigation districts in 
Nebraska are moving toward the goal of a state monopoly in power ts 
duction. Obviously, this is a significant departure from the avowed 

Deal objective of “yardstick” power operations, since a public monopoly 
would necessarily mean the end of all competition. The result would ap- 
proach the status of Canada’s Ontario Hydro Electric Commission, where 
the provincial board controls virtually all power production and transmis- 
sion, while the municipalities take care of the distribution. Nothing like 
this has. happened before in the United States. Our experience with public 
ownership has been principally local and often highly competitive. Will 
the Nebraska plan work out? Will the private utilities there sell out? And 
what will the public districts use for money? These are questions which 
naturally arise when the situation as a whole is considered. This article is 
an attempt to analyze the financial mechanics of the proposed public power 

revolution in Nebraska. 


By ERNEST R. ABRAMS 
Now that defaults have 





HE situation existing in Ne- 

braska today is unique in that 

approximately one-third of all 
the PWA handouts for financing the 
building of publicly owned power proj- 
ects have gone into that state. In large 
measure, these funds have been spent 
for the creation of projects which were 
not only rejected as unsound by pri- 
vate capital many years ago but were 
likewise condemned by the U. S. Army 
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Engineers. 
occurred in the payment of interest on 
PWA loans, and the whole mess may 
drop into the government’s lap at any 
moment, an attempt is being made to 
shift the responsibility for their con- 
tinued existence to the citizens and the 
private utilities of the state. 

For, if these projects are to become 
even partially self-supporting, and if 
PWA is to be bailed out of a hopeless 

FEB. 3, 1938 
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situation, it is of vital necessity that 
not only a market for the hydro- 
generated energy be secured but that 
steam generating plants be acquired to 
insure a dependable supply of firm 
power. Unfortunately, two obstacles 
stand in the way of such a plan: first, 
all the likely consumers of electric 
energy in Nebraska are now being 
served by private or municipal utilities ; 
and, second, the Federal government 
has no constitutional right to acquire 
and operate steam generating stations, 
or to directly develop a statewide sys- 
tem to own them. But, as the creditor 
of these projects, it could inspire the 
creation of a statewide system and 
come to its rescue financially. Which 
is the very thing Senator Norris of 
Nebraska, the “white-haired boy” of 
the administration, has openly advo- 
cated. 

It is, accordingly, the purpose of this 
article to briefly review these PWA 
projects and the private utilities that 
might be included in the proposed 
“Nebraska grid,” to examine into its 
probable capital set-up and operating 
results, and to inquire into the possi- 
bilities of attracting private capital to 
the scheme. 


HORTLY after the New Deal came 

into power, the Nebraska legis- 
lature passed an act which permitted 
the organization of “public power and 
irrigation districts” with certain privi- 
leges concerning “irrigation, flood con- 
trol, storage of waters of natural 
streams, and matters incident thereto, 
and, either separately or in connection 
therewith, the generation, distribution, 
transmission, sale, and purchase of 
electrical energy.” All taxing power, 
however, was denied to such districts, 
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the act specifically providing that “no 
governmental authority shall have the 
power to levy or collect taxes for the 
purpose of paying, in whole or in part, 
any indebtedness or obligation of or 
incurred by the district or upon which 
the district may be or become in any 
manner liable.’”’ All borrowings of the 
districts must, in other words, be serv- 
iced solely out of the districts’ reve- 
nues. 


HE first project to be created under 

this act was the Platte Valley Pub- 
lic Power District, also known as the 
“Sutherland” District, which was es- 
tablished shortly after its adoption in 
1933. Water is taken from the North 
Platte river near Keystone by means 
of a diversion dam and canal, passed 
under the South Platte river through a 
siphon to a reservoir south of Suther- 
land, then to a regulating reservoir and 
power plant near the city of North 
Platte, and finally into the South Platte 
river. The power plant has a capacity 
of 29,000 kilovolt amperes and an esti- 
mated output of from sixty to eighty 
million kilowatt hours per annum. 
Originally estimated to cost $4,805,- 
000, an application for $7,500,000 was 
made-to PWA which approved a loan 
of $6,000,000 and a grant of $1,500,- 
000. 

To date, the project has cost $10,- 
165,000 of which $2,580,000 was in 
the form of grants (the balance being 
loaned by PWA). Because of the 
failure of the siphon in March of 1937, 
the total cost will run around $11,750, 
000. Aside from $100,000 to be de- 
rived from the sale of water for irriga- 
tion purposes, the annual revenues of 
the district must be obtained solely 
from the sale of electric energy. 
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dons Loup River Public Power Dis- 
trict, also known as the “Colum- 
bus” District, was likewise started in 
1933, but, unlike the Sutherland proj- 
ect, no irrigation is involved. The 
project is comprised of a diversion dam 
and desilting plant on the Loup river, 
southwest of Genoa, a canal approxi- 
mately 30 miles long with a power plant 
of 8,250-kilovolt ampere capacity at 
Monroe, and a small reservoir and a 
power plant of 42,000-kilovolt ampere 
capacity north of Columbus. The de- 
silting plant was an added feature, 
occasioned by the failure of the pro- 
moters to appreciate the enormous 
burden of suspended sediment carried 
by the river—a burden estimated by 
the U. S. Army Engineers at some 
200,000 car loads each year. 

Except for the desilting plant, now 
in the late stages of construction, the 
project is completed, but whether this 
desilting plant will successfully handle 
the suspended sediment has yet to be 
determined. Many capable engineers, 
acquainted with the Loup, hold to the 
opinion that no practical solution to 
the problem exists. Of the thirty-five 
hydro sites in the Loup basin which 
have been developed in the past, 
twenty-four had been abandoned, ac- 
cording to the Nebraska State Plan- 
ning Board, by December of 1936. 


i all probability, since much of the 
energy to be produced will be re- 


IN NEBRASKA? 


quired during periods of low water 
flow to operate the desilting plant, little 
firm power will be available. Just re- 
cently, the Columbus plant was forced 
to shut down for nearly a week because 
slush ice was clogging the desilting 
basin and the canal. The original esti- 
mate of the cost of the project was 
$5,961,000 but application for $7,300,- 
000 was made to PWA which first ap- 
proved a loan of $6,300,000 and a 
grant of $1,000,000. The total cost of 
the project to date amounts to $11,- 
014,000, of which $3,041,000 was in 
the form of grants. 


HE Central Nebraska Public 

Power & Irrigation District, 
more often called the “Tri-County” 
District, is the youngest of the three 
power projects, having been approved 
by PWA in September of 1935. When 
and if completed, it will include a 150- 
foot dam and reservoir of two million 
acre-feet on the North Platte river 
near Keystone, a short distance above 
the Sutherland District’s diversion 
dam, a system of canals, two reservoirs 
with power plants, and a statewide 
grid. Water will be released from the 
Keystone reservoir into the North 
Platte river to be later diverted into a 
canal near the city of North Platte for 
irrigation and power purposes. It was 
originally intended to irrigate 557,000 
acres south of the Platte river in Gos- 
per, Phelps, Adams, and Kearney 


= 


“Except for the desilting plant, now in the late stages of 

€ consrction the [Loup RIVER] project is completed, but 
whether this desilting plant will successfully handle the sus- 
pended sediment has yet to be determined. Many capable 
engineers, acquainted with the Loup, hold to the opinion that 
no practical solution to the problem exists.” 
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counties, but the Nebraska Supreme 
Court decided waters from the Platte 
river watershed could not be diverted 
to the Republican and the Blue river 
watersheds, thereby restricting the 
territory available to the project to 
some 200,000 acres. The Jeffrey 
canyon reservoir, south of Brady, will 
have a power plant of 16,000-kilovolt 
ampere capacity, while the power plant 
of the Johnson canyon reservoir, south 
of Lexington, will have a capacity of 
36,000 kilovolt amperes. 


— five largest private utilities in 
Nebraska temporarily enjoined 
the building of the hydro plants and 
the grid system proposed by the dis- 
trict, which temporary injunction is 
now in effect. The irrigation features 
of the development were not, however, 
included in the injunction and are now 
under construction. These include the 
Keystone Dam & Reservoir, and the 
system of irrigation canals. The en- 
joined grid system was to consist of 
110,000-, 66,000-, and 33,000-volt 
transmission lines, extending to Lin- 
coln, Omaha, and practically every 
town in the state with upwards of 
2,500 population. The total allotment 
of PWA funds for the Tri-County 
project was $30,096,000 of which 
$13,543,000 was in the form of a 
grant. Unbiased engineers estimate the 
final cost of the entire project at $50,- 
000,000 or more, since the costs of the 
Sutherland and Columbus projects 
have already exceeded their original 
estimates by some 60 per cent. 
Practically the entire electric power 
and light business in Nebraska is today 
being conducted by a dozen or so pri- 
vate utilities and some 140 municipal 
plants. For the purpose of this article, 
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however, only six private utilities and 
fourteen municipal plants are of suff- 
cient size to merit consideration. These 
private utilities are Nebraska Power 
Company, serving Omaha and 38 near. 
by communities as well as Council 
Bluffs and adjoining Iowa territory; 
Western Public Service, operating 
largely in western, central, and south- 
eastern Nebraska but to some extent in 
Colorado, Wyoming, Kansas, Iowa, 
South Dakota, and Missouri; Central 
Power Company, operating solely in 
central and eastern Nebraska; North- 
western Public Service, operating in 
northern Nebraska and South Dakota; 
Iowa-Nebraska Light & Power, oper- 
ating largely in Nebraska around Lin- 
coln but also in Iowa and Missouri; 
and Southern Nebraska Power, oper- 
ating solely in southern Nebraska. In- 
terstate Power Company of Nebraska 
has not been included because it does 
not publicly report its operating results. 


O* the fourteen important munic- 
ipal plants in the state, eight are 
in cities of from 2,500 to 5,000—Blair, 
Broken Bow, Crete, Holdrege, Schuy- 
ler, Seward, Wahoo, and Wymore; 
two are in cities of from 5,000 to 10,- 
000—Alliance and Falls City; and 
four are in cities with upwards of 10, 
000 population—Beatrice, Fremont, 
Grand Island, and Hastings. So far as 
can be determined from Federal Power 
Commission data, these are all the 
Nebraska communities of 2,500 and 
upward which operate their own elec- 
tric systems. Since such data as are 
reported by these municipalities are not 
comparable with the data reported by 
the private utilities, they must be ex- 
cluded. They have been mentioned 
merely to complete the picture. 
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Estimated Cost of Projects 


ak B estimated cost of the completed Sutherland project, less 
PWA grants, is $7,585,000, while the similar cost of the 
Columbus project is $7,973,000, a total of $15,558,000. Add this to 
the cost of acquiring the facilities of the six utilities and a total in- 
vestment of $87,346,775 is indicated. Should, however, the Tri- 
County project with its extensive grid system be completed, the in- 
dicated investment would be increased by $36,457,000 (cost less 
grants) to $123,803,775.” 





At the close of 1936, the six private 
utilities under consideration had com- 
bined net plant accounts of $96,856,- 
960, all of which was not applicable to 
Nebraska. Consultation with execu- 
tives of several of these utilities, how- 
ever, would indicate approximately 80 
per cent of this amount covered Ne- 
braska property, and that the property 
of the remaining private utilities in the 
state, not included in these calculations, 
would suggest that upwards of $90,- 
000,000 of private electric utility fa- 
cilities lie within the state. Against 
this $96,856,960 of net property, these 
six utilities had outstanding $59,829,- 
125 of funded debt and $15,030,240 of 
preferred stock, both at their redemp- 
tion values. Accordingly, some $26,- 
212,500 of this property represented 
the investment of the common stock- 
holders. 


Fe the 1936 calendar year, the oper- 
ating revenues of these six com- 
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panies from electric service alone 
totaled $17,141,898 and operating 
revenues from collateral services to 
$3,403,277, resulting in total operating 
revenues of $20,545,175. Operating 
income amounted to $6,015,360, other 
income to $458,440, and gross income 
to $6,473,800. Of this amount, $3,- 
375,040 was consumed by fixed charges 
and $1,012,540 by preferred divi- 
dends, leaving a balance of $2,086,220 
available to the equity shares. During 
1936, the six companies served an aver- 
age of 212,048 electric customers in 
607 communities with a combined 
population of 852,600, their combined 
generating capacity totaled 217,920 
kilowatts of which 12,285 kilowatts 
were in hydro and 205,635 were in 
fuel-burning plants, and their com- 
bined output was 674,259,000 kilowatt 
hours. 


Ww" are the operating prospects 
for the three power districts? 
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Two irrigation dams are now in oper- 
ation on the North Platte river in 
Wyoming, the small Guernsey dam of 
60,000 acre-feet and the large Path- 
finder dam of 1,070,000 acre-feet, and 
at no time during the past five years 
has the Pathfinder dam been full. Yet 
today, two additional dams—the Semi- 
nole of 1,380,000 acre-feet and the 
Casper-Alcova of 600,000 acre-feet— 
are under construction. When all four 
dams are in operation, there seems little 
probability that the Sutherland and 
Tri-County projects can receive suffi- 
cient water to permit of successful 
operation. Even should the Sutherland 
project receive sufficient water to oper- 
ate at any reasonable percentage of 
capacity, there is no assurance that 
further failures of the siphon will not 
occur since ice is likely to form in its 
canals, traversing a flat country as they 
do. Furthermore, past experience with 
hydro generation on the Platte rivers 
does not lend encouragement to the 
prospect for successful operation of 
these projects, since 30 of the 32 hydro 
sites developed in the Platte basin had 
been abandoned, according to the 
Nebraska State Planning Board, by 
December of 1936. Of the 219 hydro 
sites which had been developed in the 
six major river basins of Nebraska, 
only 46 were in operation during the 
last month of 1936. 


110,000-volt transmission line, 
some 240 miles long, has been 
constructed between the Sutherland 
and Columbus power plants with sub- 
stations at North Platte, Elm Creek, 
Grand Island, and Columbus. With 
Sutherland’s prospects for successful 
operation uncertain, and with Colum- 
bus hampered by its desilting problem 
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which consumes much of its power, it 
is both difficult and hazardous to esti- 
mate the firm power average from 
either of these projects, or from both 
of them, tied together. Competent 
Nebraska operators have ventured the 
belief that Columbus alone will have 
about 1,000 kilowatts of firm power on 
a 24-hour basis, which might be firmed 
up to 15,000 kilowatts for eight hours 
only, and that, at best, the two projects 
combined will have a total annual out- 
put of not to exceed 175,000,000 kilo- 
watt hours, available for sale. 


HERE are now under construction 

110,000-volt transmission lines 
from Columbus to Lincoln, and from 
Columbus to Omaha, the two principal 
power markets of the state, but the pri- 
vate utilities in both markets have effi- 
cient steam plants, capable of produc- 
ing energy at a fuel cost of around 2} 
mills per kilowatt hour. It would seem, 
then, that any sales by the districts in 
these areas would have to be made on 
an equivalent fuel cost basis, or in the 
neighborhood of 2} mills per kilowatt 
hour. The two districts are now at- 
tempting to negotiate contracts with 
some of the REA projects, most of 
which are now purchasing energy from 
privately owned or municipal plants, 
and they probably will continue to do 
so until the districts can, by experience, 
demonstrate their ability to furnish — 
firm power. At that, the entire demand 
of the proposed rural projects will 
probably not amount to more than 15,- 
000,000 kilowatt hours per annum. 


 Veseaepte have been made to induce 
the larger municipal steam plants 
at Hastings, Fremont, Holdrege, and 
Grand Island to enter into contracts 
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with the districts to exchange energy, 
but the municipalities have so far pre- 
ferred to maintain their independence, 
awaiting proof of the ability of the dis- 
tricts to perform. 

In addition, a growing objection to 
the purchase of the private utilities is 
developing among the municipal plants 
of the state. One reason is the coercive 
methods pursued by the districts in 
their endeavors to negotiate contracts 
under which the municipalities, by 
means of their steam plants, would firm 
up the energy which the districts would 
sell to other customers. A second rea- 
son is the statement of the promoters, 
made largely to curry public favor, that 
rates to the general public would be re- 
duced 20 per cent. 

The municipalities resent these 
claims, knowing them to be unsound 
and carrying the threat of insolvency 
for the municipal plants, were such 
rates put into effect. Recently, J. D. 
Ross, who has acted as a consultant to 
the districts, has warned them against 
any extravagant claims concerning rate 
reductions, and public ardor has cooled 
to an appreciable extent. 


D URING the few months the Suther- 
land District operated last win- 
ter, it sold energy on a dump basis to 
the private utilities at North Platte and 
Grand Island at from 3.3 to 5.2 mills 
per kilowatt hour. Yet, even if it be 
assumed the combined Sutherland and 
Columbus projects can deliver as much 
as 175,000,000 kilowatt hours per 
annum and sell that energy at 5 mills 
per kilowatt hour, the resultant gross 
would amount to only some $875,000 
per year, which is hardly an impressive 
showing on an investment of nearly 


$23,000,000. It would seem, then, if 
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the three districts are to become even 
partially self-supporting, the acquisi- 
tion of operating private utilities with 
efficient steam generating plants and a 
large connected load is of pressing 
necessity. 

Should an attempt be made to ac- 
quire those portions of the electric fa- 
cilities of the six large privately owned 
operating utilities lying within the bor- 
ders of Nebraska, it is probable the 
purchase price would be based largely 
on the net book value of these facilities 
or some percentage thereof. Central 
Power and Southern Nebraska Power 
operate wholly within the state and the 
bases for dickering with them can be 
determined with some degree of accu- 
racy. During 1937, Nebraska Power 
Company absorbed Citizens Light & 
Power Company, serving Council 
Bluffs and surrounding Iowa territory, 
but as the balance sheet of Nebraska 
Power Company at the close of 1936 
revealed the net plant account of its 
facilities alone, the value of its Ne- 
braska property can be determined 
with comparative accuracy. In the case 
of the three other utilities which oper- 
ate both in and out of Nebraska, some 
arbitrary division of facilities must be 
herein assumed. For the purposes of 
this discussion, it will be assumed that 
20 per cent of the property of Western 
Public Service, 25 per cent of Iowa- 
Nebraska Light & Power, and 50 per © 
cent of Northwestern Public Service 
lie outside the state, and that the net 
book value of the Nebraska facilities of 
the six utilities totaled $79,765,295 at 
the close of 1936. 


Beeongey of these utilities operate at 
the fringe of the region which 
might be considered the economical 
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The Progress of Federal Spending for the Three Nebraska 
Public Power and Irrigation Districts 


Originally Total Funds Ultimate 
Estimated Advanced by Estimated 
Cost PWA to Date Cost 


. The Platte Valley Public Power 
and Irrigation District $4,805,000 $10,165,000 $11,750,000 


. The Loup River Public Power 


District 


. The Central Nebraska Public Power 
and Irrigation District 


($2,580,000 
in grants) 


11,014,000 
($3,041,000 
in grants) 


30,096,000 
($13,543,000 
in grants) 


11,014,000 


50,000,000 
(Approximate) 





service area of the power districts and 
are, therefore, less vulnerable to 
ruinous competition than others which 
lie in the heart of the districts’ terri- 
tory. Some are possessed of efficient 
steam generating stations, capable of 
producing energy at well under the de- 
livered cost of the districts’ power 
while others, not so fortunate, might 
be subjected to disastrous competition 
without too great a loss to the districts. 
For that reason, it will be assumed for 
the purposes of this article that the 
facilities of the combined six utilities 
might be acquired at 90 per cent of net 
book value, or for $71,788,775. 

The estimated cost of the completed 
Sutherland project, less PWA grants, 
is $7,585,000, while the similar cost of 


139 


the Columbus project is $7,973,000, a 
total of $15,558,000. Add this to the 
cost of acquiring the facilities of the 
six utilities and a total investment of 
$87,346,775 is indicated. Should, 
however, the Tri-County project with 
its extensive grid system be completed, 
the indicated investment would be in- 
creased by $36,457,000 (cost less 
grants) to $123,803,775. This is 
purely the investment in physical prop- 
erty, and no consideration has been 
given therein to the negotiator’s com- 
mission of 24 per cent or to the under- 
writer’s fees for engaging private capi- 
tal to finance the acquisitions. In round 
figures, securities with a face value of 
$95,000,000 would be required if only 
the Sutherland and Columbus districts 
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participated, or of $130,000,000 should 
the Tri-County project be completed. 


grins the districts are now paying 
interest at the rate of 4 per cent on 
their PWA loans, that rate will be as- 
sumed, although it is extremely liberal. 
Various issues of Seattle Municipal 
Light bonds, not general obligations of 
the city but payable solely out of utility 
revenues as would be the bonds of the 
districts, are currently selling to yield 
from 3.5 per cent to 4.6 per cent, and 
Seattle’s municipal plant has a long 
record of operations behind it. Cer- 
tainly, the coupon rate could not be 
lower than 4 per cent and the investor- 
reception might be materially lessened 
if a higher coupon were attached. 
Then too, the bonds must have a rea- 
sonable maturity—say thirty-five years 
—which would require an added 13 
per cent per annum to amortize the 
face amount of the bonds and any dis- 
count at which they were sold to the 
underwriters. On the basis of only the 
Sutherland and Columbus districts 
participating, fixed charges on this 
basis would amount to $5,225,000 each 
year, but diminishing as bonds were 
retired and the debt decreased. If the 
Tri-County project were completed 
and public financing of $130,000,000 
were required, these annual charges 
would be increased to $7,150,000. 
True, PWA might subject the lien of 
its loans to the claims of the public 
financing, but it probably would refuse 
to waive all claims to interest. 


HERE: would this money come 
from? Practically every com- 
munity in the territory which the com- 
bined system might serve already has 
electric service from the privately 
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owned utilities to be absorbed, so the 
electric revenues of the combination 
would be approximately the same as 
those of the six utilities. Of course, 
certain revenues would accrue from 
irrigation, but with the irrigation reve. 
nues of the Sutherland project esti- 
mated at $100,000 each year, and with 
the Columbus project purely a power 
undertaking, the contributions by irri- 
gation would probably be somewhat 
insignificant. Naturally, consumption 
of energy should increase over the 
years, but with the generating capacity 
of the hydro districts fixed, steam ca- 
pacity would have to be increased and 
operating costs would tend to rise. 
Whether or not theTri-County proj- 
ect will be in operation during 1938— 
which, of course, it will not—the oper- 
ating revenues for the year would be 
the same. On the basis of 1937 interim 
reports, 1938 operating revenues of the 
combination are herein estimated at 
$18,856,100. Operating expenses, 
however, would be somewhat affected 
by the completion or lack of completion 
of Tri-County. Since the Sutherland 
and Columbus projects may be able to 
deliver a total of 175,000,000 kilowatt 
hours during the year, certain of the 
high-cost fuel-burning stations of the 
private utilities could be shut down and 
a definite savings in operating costs af- 
fected, which savings would be further 
expanded by the introduction of Tri- 
County’s output into the system. For 
that reason, all operating expenses, in- 
cluding taxes which the promoters of 
the combination have stated will be 
continued at the rates paid by private 
utilities, have been setiat $15,045,000, 
should only the Sutherland and Colum- 
bus be included, and at $14,800,000, if 
Tri-County is completed. 
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n the basis of these estimates, with 
O only two districts participating, 
the 1938 net income would be $3,811,- 
100, or $1,413,900 less than enough 
to cover annual interest and amortiza- 
tion charges. With three districts par- 
ticipating, net income would be in- 
creased to $4,056,100, which would 
fail by $3,093,900 to cover fixed 
charges. 

Due to the enormous burden which 
our present laws place upon large hold- 
ers of taxable securities (in the case of 
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large incomes, the net return from a 
tax-free bond may be well over three 
times that from a taxable security), 
many bonds which never could be sold, 
were they taxable, are readily absorbed 
by investors, purely for their exemp- 
tion features. Even so, the present 
stagnant investment market is not con- 
ducive to the successful distribution of 
large issues of any but the highest 
grade bonds, and there would appear 
to be little likelihood that the financing 
of the acquisition of all the private 


e 


How States Shared in 


PWA Allotments for 


Non-Federal Power Projects 


Tora oF LOANS AND GRANTS IN Unirtep States, $94,526,263 
93.50% to 15 States, As SHOWN BELOW 


Less Than 1% to Each of Other States 





oa 
fm x x3 











wise. 


MINN. MICHIGAN NEW YORK 


1.66% 1.87% 


$756,456 +1.732,086 a 








1OWA 








ote PA. 





$3,205,169 





MISSOURI 


$951, 480 


OHIO 
2.84% 
$ 2,676,247 


VIRGINIA 
76 % 


twO} 1.76 
1,660,054 


97% 


1.01% 151,861,526 








WASHINGTON 











33.77% 








$4,004,795 


NEBRASKA 














NORTH 


CAROLINA 
2.90% 
$2,742,500 





$31,919,572 


SOUTH 
CAROLINA 











CALIFORNIA 


17.25% 
$16, 302,308 


7.45% 


9.36% 


TENNESSEE 
97,044,112 


a 





MISS. 

















FLORIDA 


120% $1,134,485 


ALABAMA 
¢ 2,461,726 








62% 





Figures used as of July 1, 1937 


141 


FEB. 3, 1938 





PUBLIC UTILITIES FORTNIGHTLY 


utilities in Nebraska would be at- 
tempted in one issue. Rather, the job 
will be undertaken piecemeal. 

It is well known in New York and 
Nebraska that Guy C. Myers has been 
in negotiation for many months with 
the Stone & Webster-Engineers Public 
Service group which controls Western 
Public Service Company, looking to- 
ward the purchase of its Nebraska fa- 
cilities. Several weeks ago, Mr. Myers 
and a vice president of a Wall street 
banking house met in Nebraska with 
the directors of the power districts and 
proposed the acquisition of the Ne- 
braska facilities of Western Public 
Service, valued by assistants of Mr. 
Ross at $9,137,000, for $6,681,000. 

Whether or not this price was ac- 
ceptable to Western Public Service was 
not disclosed. Since the facilities to be 
acquired would lie in the territories of 
both the Sutherland and the Tri- 
County districts, it was proposed that 
one district act as trustee for the others 
until all operations could be combined 
into a single unit, and that $7,565,000 
revenue bonds be authorized to cover 
not only the cost of acquisition but the 
costs of connections, Mr. Myers’ com- 
mission of 24 per cent, one year’s oper- 
ating costs, and other expenses. 


wo directors of the Sutherland 
district refused to approve the 


proposal until the Ross report could be 
checked by its own and an independent 
engineer, despite assurances that 
PWA, the bankers, and the investi. 
gating engineers were satisfied with it, 
and tendered their resignations, rather 
than be “forced and coerced into being 
rubber stamps for PWA.” In the end, 
since the creditor—and, particularly, a 
Federal creditor—is always the master 
of the debtor, new directors who have 
no scruples about becoming “rubber 
stamps for PWA” will be selected and, 
unless the publicity incident to the 
blow-off has ruined the marketability 
of the bonds, the proposed plan will be 
consummated. 

Once the Western Public Service ac- 
quisition has been financed, another of 
the private utilities will be taken up the 
mountain and shown the beauties of a 
new day, since the Ross report recom- 
mended the districts buy but one utility 
at a time but proceed rapidly, once a 
start had been made. Of course, there 
will be some utilities stubborn enough 
to insist upon a fair price for their 
property, if they must relinquish it, but 
little things like that have never both- 
ered PWA, once it sets its heart ona 
program. 

In the meanwhile, sophisticated in- 
vestment bankers, all over the nation, 
will be watching—with their fingers 
crossed. 





Public Utilities As Tax Collectors 
et 4 i —— city, the telephone company pays a tax of 50 cents a month 


er instrument. 


In another city the tax paid by the gas and elec- 


tric companies amounts to a dollar per meter per month, and there are 
some customers who do not spend more than a dollar a month for gas 


or electricity. A 
employees and 95 
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as and electric company in California, with 10,000 
stockholders, has to operate nearly two months a 
year in order to earn enough to pay its tax bill.” 


—ALBEert W. Atwoon, 
Writing in The Commentator. 
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Gas and electric companies should not, in the 
opinion of the author, be combined 


By J. E. BULLARD 


gas company and an electric 

company serving the same terri- 
tory be under the management of one 
man, owned by the same company, or 
controlled by the same holding com- 
pany. For a number of years I was 
engaged in sales work for electric com- 
panies, gas companies, and combina- 
tion companies. There is no better 
place to observe the results of manage- 
ment in a combination company than 
in the sales department. I have never 
worked for a combination company 
where any visible or invisible restric- 
tions were placed upon the electric 
salesmen. I have not worked for a 
combination company in the gas de- 
partment without being made to feel 
that definite restrictions were being 
placed upon the sale of gas. In some 
instances these were restrictions which 
could not be proved to exist because 
they were kept as secret as possible. 
They were effected by more or less de- 
vious means. Nevertheless they were 
effective. 


| | NDER no circumstances should a 


In my experience with combination 
companies I have found that it has 
been the electric men who have exer- 
cised the controlling power. In many 
cases they knew little about gas and 
apparently cared less. They had been 
trained as electric men and this train- 
ing seemed to have developed a more 
or less definite contempt for gas and 
for those working in the gas depart- 
ment. That my conclusions may not 
be credited to spite, envy, or jealousy, 
allow me to state that my education 
was along electrical lines, that my first 
work was with a central station which 
was not interested in gas except in two 
small suburban companies in a terri- 
tory in which I never worked. I sold 
light, heating appliances, and power be- 
fore I left a power sales department to 
go with a gas company as sales mana- 
ger because that gas company would 
pay me twice the salary the electric 
company was paying me. 


hand. I could sell gas for lighting, 


} that gas company I had a free 
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power, heat, domestic, and industrial 
purposes. There were no bans on any 
form of gas use. The only difficulty 
was in making the sales volume meet 
the approval of the big boss. What he 
wanted was the maximum revenue 
from the sale of gas. He had to have 
it for his was a small company. Its 
revenue must be made to grow if divi- 
dends were to be paid to the stock- 
holders and additional money made 
available for expansion into new terri- 
tory. 

Then, I was offered the manager- 
ship of a sales department in a large 
combination company. There, I 
learned, in a more or less indirect man- 
ner, that certain sales of gas were 
taboo. If the electric department 
wanted the business, not too great an 
effort should be made to persuade the 
prospect that gas would serve the pur- 
pose best. In other words, the electric 
department had a free hand. To a cer- 
tain but definite degree the hands of 
the gas department were tied. Any 
sales manager in any of the gas com- 
panies or departments who overstepped 
the bounds and went too aggressively 
after business the electric men wanted 
jeopardized his job. Probably this 
proved more onerous because I had al- 
ways worked for straight electric com- 
panies or straight gas companies and 
had always enjoyed a free hand, or 
had worked for the electric company of 
a combination company. 


ete the war, I left the public 


utility business. Since then, I 
have talked to gas and electric men 
from most parts of the United States. 
I have found it to be a pretty universal 
condition where the local companies 
are owned by the same group and are 
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under combination management that 
the electric company expands faster 
than the gas company. That the gas 
company is usually not so free to go 
after business in a strenuous manner 
as it would be were it entirely independ- 
ent of the electric company and free 
to compete with it to the fullest possi- 
ble degree. 

There is nothing so stimulating as 
full and free competition. It is this 
type of competition which has played 
an important part in making the auto- 
mobile industry one of the largest in 
this country. When, in the 1890s, 
some success was attained in creating 
a bicycle trust, the sale and use of bi- 
cycles fell off to a marked degree and 
the bicycle has never returned to the 
popularity it enjoyed in the days when 
there was full and free competition 
and no effort was being made to get 
the control of the industry into the 
hands of a few large concerns. 

It is doubtful, indeed, that a com- 
bination company can give as good 
service in either the electric or the gas 
field as either of two independent com- 
panies can and do give in each of their 
fields. In the case of the average em- 
ployee, one of the most difficult things 
to accomplish is to impress upon his 
or her mind that whether it be a gas 
company or an electric company, the 
fact that it is not competing with an- 
other gas or electric company in that 
terfitory does not mean that it has no 
competition. There are other things 
that can be used by many a prospect 
to serve the purpose. No sooner had 
central stations reduced isolated plants 
to a low point than the Diesel engine 
was perfected to such a degree that it 
had to be given serious attention as a 
producer of power. 
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Competition the Strength of Business 
ed | T is not nearly so healthy, from a business point 
of view, to stifle competition as it 1s to meet it 
honestly and courageously. The railroads did not in- 
crease their passenger traffic when they were attempt- 


ing to stifle motor vehicle competition. 


... Full and 


free competition 1s what makes business grow and 


what makes it strong.” 





O” the coal stoker, and electricity 
are all competing with gas for the 
business of heating. Both the manage- 
ment and the employees are likely to be 
lulled into a dangerous state of mind 
in regard to the security of their posi- 
tion if the company is a combination 
company. 

Full and free competition between 
the gas and electric companies serves 
to enliven things to the extent that 
there is full realization of the necessity 
of meeting competition. This enliven- 
ing effect serves to keep the manage- 
ment alive to the possibility of other 
competition and to place it in a far 
better position to meet that competition 
when it does present itself. Where the 
competition is keen between the gas 
and the electric company it has a tend- 
ency to keep down rates to a point 
where rate investigations are not likely 
to be made by the city or the public 
utility commission. In short the condi- 
tion of both the gas company and the 
electric company is more apt to be 
healthy over a period of years than it 
is in the case of a combination com- 
pany. 

Were the Federal antitrust laws 
applicable to local gas and electric 
companies, it would seem it would be 
necessary to separate the gas from the 
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electric company and to have no 
combination companies at all. It is 
hardly possible to operate any com- 
bination company in such a manner 
that there is no restriction upon the 
competition of one upon the other. 
Just as soon as such restriction exists 
there is a combination in restraint of 
trade. There is not full and free 
competition. 


Bi dmc growth of the electrical indus- 
try has been far greater and far 
faster than that of the gas industry. 
It was around 1812 that the gas indus- 
try began to gain a foothold. It was 
some sixty-eight years later that the 
central station business was in a posi- 
tion to forge ahead. Not much atten- 
tion was paid in our educational insti- 
tutions to gas. The electrical industry 
came into view at about the time that 
engineering schools came to be estab- 
lished. Every engineering school con- 
sidered that electricity was one of the 
most important courses to give. 

The result was that there was an 
ample number of technical and college 
graduates to fill all sorts of positions 
in all sections of the electrical industry. 
Men who had worked up from the 
bottom, men who had not enjoyed any 
too much schooling, were holding im- 
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portant positions in the gas companies. 
There was naturally a feeling on the 
part of the college and technical school 
graduates that they were better fitted 
by education for their work than were 
the gas men. A certain degree of an- 
tagonism and envy may have existed 
in the minds of the gas men. 


Withee investing public was inclined 
to invest money more readily in 
the electric industry than in the gas 
industry. The electric industry was 
new. It was in the hands of educated, 
more or less brilliant young men whose 
enthusiasm was unlimited. The gas 
industry seemed old-fashioned and 
stodgy in comparison. The money 
needed for the growth and expansion 
of a gas company might be more easily 
raised if it were a combination com- 
pany than if it were an independent 
company. In some cases an electric 
company could increase its lighting 
load much faster if it owned the gas 
company and was thus in a position to 
discourage the use of gas for lighting 
purposes. In like manner a combina- 
tion company may now be in a better 
position to increase its cooking load 
than it would be if it were an independ- 
ent company and had to meet strenu- 
ous competition on the part of the gas 
company, fighting with might and main 
not only to hold its cooking load but to 
increase it. 

In the very nature of things, either 
the gas company or the electric com- 
pany must suffer where they are com- 
bined. Because it is apt to be electric 
men in whom the final power lies it 
follows that the gas company is the one 
most certain to suffer. 

Such a set-up is not healthy. It is 
not good for either company. If the 
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gas industry is not strong enough to 
stand on its own feet; if it must be 
bolstered up by the electrical industry, 
then it should go out of existence. 


7 spite of the fact that gas lighting 
has pretty well disappeared and 
that electric cooking and water heating 
are making serious inroads into this 
load, so long held by the gas industry, 
this does not mean that the gas indus- 
try is losing its grip. It may mean that 
the increase in the number of combina- 
tion companies was the real reason why 
gas lighting lost out. It may mean that 
the gas industry is being used merely 
for the purpose of developing business 
for the central station industry. It cer- 
tainly means that the public cannot ex- 
pect the same type of service from the 
gas company and the electric company 
under combination management that it 
is most certain to get where the two 
companies are independent and each 
is going after all the business it can get. 

A great deal of attention has been 
given to large holding companies. 
There are certain Senators and Repre- 
sentatives who would like to destroy all 
the values, all the investments in all 
power companies and local central sta- 
tions by creating municipal and Fed- 
eral competition through the use of 
the taxpayers’ money and making this 
competition so ruthless that no private 
company could continue in business. 
Much less attention has been given to 
the local condition of combination 
companies. 


t by the end it would probably be much 
better for holding companies to 
take the stand that no company will 
own the central station company, the 
gas company, and the traction com- 
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pany, that these shall be owned by dif- 
ferent and competing companies where 
they are not locally owned, independent 
of each other, and to the degree that 
they can compete with each other, 
freely competing. It also follows that 
it will be well for the telephone com- 
pany to stay out of the radio business 
and leave that as a different and inde- 
pendent industry. 

The electric power business has 
made tremendous strides since 1880. 
It has made progress that could not 
possibly have been made under govern- 
ment ownership and operation. It has 
developed a degree of efficiency which 
makes rates possible which could not 
be met by any government undertaking 
today, if all costs were fairly charged 
up to that undertaking. The record is 
one of which it can be proud. The 
record of the manner in which com- 
bination companies have been managed 
is not one of which the industry can, 
in all instances, be so proud. There are 
too many cases where the electric com- 
pany has been made to grow at the 
expense of the gas company. In too 
many ways have the consumers been 
more or less forced to use electricity 


where they might have continued to 
use gas were there full and free compe- 
tition between gas and electricity. Such 
a condition of affairs tends to main- 
tain a schedule of rates which leads to 
unpleasant investigations if not to the 
loss of business which would have 
been obtained by both companies had 
there been freer and fuller competition 


between them. 
) is not nearly so healthy, from a 
business point of view, to stifle 
competition as it is to meet it honestly 
and courageously. The railroads did 
not increase their passenger traffic 
when they were attempting to stifle 
motor vehicle competition. When they 
introduced high speed, air-conditioned 
trains, and lowered fares, they did in- 
crease the passenger traffic. Had they 
been able to gain control of all the 
motor busses, there is good reason to 
believe there would still be a deplorable 
small passenger traffic. Probably it 
would be small in the case of both the 
railroads and the motor busses. Full 
and free competition is what makes 
business grow and what makes it 
strong. 
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The Role of the Laboratory 
In Rural Electrification 


The scientists are discovering new and varied uses 

for electricity on the farm, thus enabling the farmer 

to make a better use of his time and soil and conse- 

quently to increase his income; but the problem of 

convincing the farmer of these advantages is up to 
the power companies. 


By W. CLARENCE ADAMS 


EHIND the tremendous move- 
B ment toward rural electrifica- 
tion has emerged the clear-cut 
conception that electricity on the farm 
has two applications, residential and 
production. That the residential phase 
of service is productive is not ques- 
tioned, but the greater possibilities be- 
lieved to exist in production, or the 
business side of farming, have at- 
tracted the chief attentions of electric 
power company executives, particular- 
ly in the more progressive agricultural 
regions. 

Electric lighting, it is to be admitted, 
is not farm electrification. It is a very 
important part of rural electrification, 
but is hardly important enough to 
justify all the costs involved in the con- 
struction of new lines. If electric utili- 
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ties constructed rural lines with the 
thought of receiving compensation 
only through lighting, it is expected 
that few lines would be built. 

Farm electrification, as stressed by 
leading utility executives, must, first 
of all, justify the expense of construc- 
tion of new lines. Lighting and the 
liberal use of small household appli- 
ances, including a radio, iron, refrig- 
erator, washing machine, vacuum 
cleaner, and perhaps a toaster, will 
build up a profitable load. But the 
dominant purpose behind the rural 
electrification movement goes much 
farther than the provision of residen- 
tial service. 

In the development of new uses and 
the education of the farmer to employ 
those already developed, electric utility 
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executives see the possibilities of ac- 
complishing a twofold purpose. They 
will place rural electrification on a more 
profitable basis and at the same time 
help to solve the primary social prob- 
lem of the farm—low income. 


Tee the farmer how to util- 
ize his time and soil, which in 
turn will increase his earning capacity, 
is pointed out by Harvey C. Couch, 
president of the Arkansas Power & 
Light Company, as the greatest prob- 
lem confronting electric power compa- 
nies at the present moment in their 
movement toward development of the 
production phase. When this is accom- 
plished, he states, the farm and the 
electric power industry will both be 
more prosperous. 

It is estimated that there are per- 
haps more than one hundred uses for 
electricity on the farm, but to develop 
those uses, or rather to sell the farmer 
on their productivity, is a task more 
difficult than it might at first seem to 
be. By installing electric lights and a 
few household appliances in his home, 
the average farmer considers he has 
reached his limit. Yet, if he could be 
shown that the installation of other 
electrical equipment would be more 
economical than even the bare neces- 
sities in the home, a new field would be 
opened for electrical expansion. 

In factories it has been demonstrated 
that the installation of labor-saving 
machinery has resulted in the workers 
securing better wages, principally be- 
cause the machines help them to pro- 
duce more at a lower cost than would 
be possible by the use of hand labor. 
In farming, it is pointed out, mechan- 
ical power, where it has been used to 
any degree, has reduced production 
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costs and raised the net income. But, 
except in rich agricultural areas, farm- 
ing today is still carried on largely by 
hand labor, although tractors have, in 
recent years, been substituted in many 
cases, 


enesage power company engineers 
have learned long ago, however, 
that in farming the operator hopes for 
a net return on his money, and unless 
this can be realized, he is not likely to 
be very enthusiastic about any addi- 
tional consumption of current. 

“When a farmer puts in a new crop 
of alfalfa,” H. N. Stapleton, agricul- 
tural engineer of the Vermont Agri- 
cultural Extension Service, points out, 
“there is extra hay for extra stock 
which may require extra stable room 
and a pasture improvement. Thus, the 
time to make the alfalfa possible starts 
a succession of changes in farm or- 
ganization. In the same way an elec- 
trical appliance which saves time 
through automatic controls or by al- 
lowing the work to be done more 
quickly can start a succession of im- 
provements in the net return factors.” 

Then, if the use of an appliance 
saves time, the time must be utilized 
if the use of the appliance is to have 
any effect on net return. 

Solution of the rural electrification 
problem, says Ira L. Craig, president 
of the Pennsylvania Electric Company, 
lies in more extensive use by farmers 
of electric devices now used only in a 
limited way. For farm electrification 
to succeed, he indicates, there must be 
a substantial use of electric service, and 
for this the farmer must. completely 
equip himself with those electric de- 
vices which he can employ for his com- 
fort and advantage. 
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_ agricultural section, however, 
presents new problems and before 
farmers will be induced to install more 
appliances to do the “hired man’s 
work,” they must be shown by electric 
utility engineers themselves that such 
appliances are economically sound and 
will bring in more net returns than the 
hired man’s labors. 

Out of the farm laboratory, then, 
with science taking the lead, must come 
the solution of building up higher farm 
incomes by use of electrical power. 
Much work has already been accom- 
plished in this manner, but the field, 
electric utility executives believe, has 
hardly been touched. Possibilities for 
greater expansion in this direction are 
being investigated. 

Electricity as a source of power, 
light, and heat for poultry farming has 
long been recognized, but its wide- 
spread use has heretofore been com- 
paratively small, except in certain poul- 
try-producing districts. Intensive cam- 
paigns are now under way to increase 
consumption of power by installation 
of more equipment which will produce 
higher returns to the growers. 

Scientific methods of raising poultry 
now include complete lighting facili- 
ties in all poultry buildings to induce 
hens to leave their roosts early in the 
morning to eat and drink. Higher egg 
production during the fall and winter 
months, it has been proven, has resulted 
from the lighting of poultry houses, 
controlled by automatic switch de- 
vices. 


e 


seme conducted on experimental 
projects by various power com- 
panies have demonstrated that friers 
and broilers, encouraged by light to 
eat and drink more, have increased 
more rapidly in size than those which 
are not subjected to such conditions, 

Typical of the attitude of poultry 
growers is that of J. T. Musick, Caro- 
line county, Virginia, who purchases 
power from the Farmers Rural Utili- 
ties. ““The only reason I hesitated about 
putting electric lights in my laying 
houses and getting electric brooders for 
my small chicks,” he said, “‘was because 
none of my neighbors had them and 
because I had always gotten along well 
enough without them. Or at least | 
thought I did.” 

He explains that the use of electric 
brooders has reduced the fire hazard 
in his poultry houses, cut down the cost 
of operation, and produced more effi- 
ciency. 

The fully electrified poultry farm 
cannot be sought at this time, however, 
but the introduction of the major ap- 
pliances can be described as being eco- 
nomical and very necessary. Besides 
lights and brooders, equipment most 
generally used includes incubators, 
water heaters, and egg testers. 

Naturally, every region is not a 
poultry-producing section, but poultry 
is produced on practically every pros- 
perous farm in all sections, particularly 
in the South. For this reason, concen- 
trated efforts in load building from 
this angle can be fairly widespread. 


dred uses for electricity on the farm, but to develop those 


q “It ts estimated that there are perhaps more than one hun- 


uses, or rather to sell the farmer on their productivity, is a 


task more difficult than it might at first seem to be.” 
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arry farming regions have al- 
D ready been combed rather thor- 
oughly by electric power companies in 
the extreme northeastern and central 
sections of the United States, but com- 
paratively little promotional work has 
been done in this field in the deep 
South, which is just climbing into im- 
portance as a dairy-producing region. 

In dairy farming, probably even 
more so than in poultry farming, en- 
gineers point out that electrical equip- 
ment can be used to an even greater ad- 
vantage in increasing farm income, In- 
stallation of electric milking equip- 
ment, automatic water pumps, lights, 
feed grinders, milk coolers, corn shell- 
ers, and cream separators have all made 
it possible for one man to operate his 
own dairy without any outside help, 
except at “rush” periods. 

Under a plan sponsored by the agri- 
cultural extension services of the Uni- 
versity of Tennessee, Alabama Poly- 
technic Institute, Mississippi State Col- 
lege, University of Georgia, and the 
Tennessee Valley Authority, electro- 
development farm certificates are being 
awarded to farm families which have 
installed adequate electric equipment as 
a means of promoting load building. 
Dairy farms, to be eligible, must have 
running water in the milk house for 
cleanliness and convenience. Barn and 
yard lights are held essential for early 
morning and evening chores in the win- 
ter. Four other uses of electricity from 
the following are required to complete 
the qualifications: feed grinder, milk- 
ing machine, cream separator, milk 
cooling equipment, ensilage or hay 
cutter, hay hoist, grain elevator, animal 
clipper, water heater in milk house, 
utensil sterilizer, tool grinder, corn 
sheller, electric fence, wood saw, elec- 
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tric fly screens, bottle washer, fan ven- 
tilation, pump jack, individual drink- 
ing cups, milk bottler, and electric fly 
sprayer. 


w= the rapid spread of farm 
electrification, it is expected that 
motor-driven equipment will be in- 
stalled on the more progressive dairy 
farms. Better and more efficient equip- 
ment is being devised each year to cut 
down on production costs and increase 
the income of dairy producers. 

Use of electricity in truck farming 
is gaining rapidly in the United States, 
with special stress being placed on the 
West coast area, as well as in the cen- 
tral and eastern sections of the nation. 
Last spring thousands of truck farm- 
ers from Vermont to Oregon found 
that electric hotbeds figure rather 
prominently in their budgets in ger- 
minating and developing healthy plants. 

Electrically heated hotbeds are not 
new, of course; they originated in 
Sweden and their use has expanded 
rapidly. At the present time it is re- 
ported that about 20 per cent of the 
hotbed area in Norway has been elec- 
trified. 

Faced with the problem of produc- 
ing 165,000 tomato plants for setting 
out 100 acres of tomatoes in the Nato- 
mas district of the Sacramento valley 
in northern California last spring, H. 
W. Brown got in touch with S. J. Hol- 
singer, agricultural power specialist of 
the Pacific Gas and Electric Company. 
Under plans worked out, Brown in- 
stalled 960 feet of cable in eight 120- 
foot units, each equipped with a stand- 
ard thermostat. The cable was placed 
7 inches apart in the rows and 4 inches 
from the sideboards. Over the cable 
was placed 7 inches of sandy loam. 
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Farm Laboratory and Farm Incomes 


“ey of the farm laboratory . . . with science taking the lead, 

must come the solution of building up higher farm incomes 

by use of electrical power. Much work has already been accom- 

plished in this manner, but the field, electric utility executives be- 

lieve, has hardly been touched. Possibilities for greater expansion 
in this direction are being investigated.” 





The beds were planted and covered 
with muslin. Five days after the cur- 
rent was turned on, the seeds had 
germinated with an even growth. In 
fourteen days the current was turned 
off and the plants transferred to cold 
frames. 


ARDEE Kilgore, engineer of the 
Arkansas Power & Light Com- 
pany, reports that similar experimental 
work in Arkansas has proven success- 
ful. Charlie Gantt, tomato farmer of 
Magnolia, Ark., used the same system, 
on a much smaller scale, with equal 
success. Immediately after the tomato 
plants were transplanted, he used the 
beds for growing sweet potato slips, 
then cabbages and other plants, thus 
providing continuous operations of the 
beds. 

The Ontario Hydro Commission has 
conducted a number of experiments 
with electric hotbeds with successful 
results. By use of electricity, it is 
pointed out, heat can be exactly con- 
trolled. Temperature control is partic- 
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ularly important since every seed has a 
temperature range at which it thrives 
best. The seed may sprout and the plant 
emerge at temperatures either higher 
or lower, but the vitality of the result- 
ing plant is lessened. 

Truck farmers indicate that produc- 
tion of plants several days earlier than 
formerly, through the use of electric- 
ity, has enabled them to place their 
crops on the market at least a week be- 
fore the average crop is ready for har- 
vesting. This has resulted in increased 
profits through the benefit of higher 
market prices. 


CS pewene NG the adoption of the soil- 

heating electric cable by agricul- 
ture as a step toward higher achieve- 
ment on the farm, J. D. Ross, adininis- 
trator of the Bonneville water power 
project on the Columbia river near 
Portland, Or., says: 


With soil erosion becoming a matter of 
grave concern, it appears that the time 1s 
fast approaching when it will be necessa: 
to e fuller use of the arable land whi 
we have. I am rather confident that elec- 
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tricity will play an important part in the 
actual treatment of large areas of soil. This 
probably is a matter of the future, but it 
takes vision to make things possible in a 
few years that seem impossible today. Many 
of our scientists, for instance, are not as 
visionary as they might be. 


Electric brooders, so successful in 
raising chickens, are now being en- 
couraged for raising young pigs. This 
new rural market for the use of elec- 
tricity, as electrical engineers show, 
paves the way for the farmer to reduce 
his losses and assures him of a pre- 
mium market for early spring hogs. 

That electric pig brooders are prac- 
tical was demonstrated in an experi- 
ment in the spring of 1936, conducted 
by the Oregon State Agricultural Col- 
lege, under the direction of F. E. Price, 
agricultural engineer. Installed on the 
farm of L. C. Brandt of Lostine, Or., 
the brooders were used to raise 12 
litters of early pigs, with the result that 
at least 18 more pigs were saved that 
would have died of exposure had the 
equipment not been used. 

Cost of operating the brooders is 
estimated to be about 4 cents per 
twenty - four hours, depending on 
power rates, although the brooders are 
rarely used more than five or ten days. 


I N the northern states and in Canada 
where severe climatic conditions 
during the late winter and early spring 
make it impossible to farrow pigs with- 
out the possibility of heavy losses, the 
use of these brooders is expected to in- 
crease rapidly. With the use of brood- 
ers, farmers can breed their sows for 
earlier litters and take advantage of the 
early spring markets. 

Cutting down on the feed bill is a 
very important item to every farmer, 
whether or not he engages in extensive 
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production of poultry, dairy products, 
or live stock. By the installation of 
feed mixers, corn shellers, and feed 
grinders, as well as silo storage equip- 
ment, farmers demonstrate that they 
are able to solve their winter feed prob- 
lems. 

In the corn belt area of North Cen- 
tral United States, the practice of hav- 
ing a custom sheller come to the farm 
and shell the corn at different times 
during the year when the market is 
favorable is still followed. However, 
by the use of small shellers, driven by 
electric motors, an individual farmer 
cannot only do his own corn shelling 
during his spare time, but can at the 
same time use the machine for shelling 
feed. Using an electrically driven shell- 
er, he can take advantage of favorable 
weather, labor, and marketing condi- 
tions and be independent. 

By using the feed mixer and the 
feed grinder, farmers find they are able 
to secure better feeds at lower cost. 
Costs of electricity in operating grind- 
ers, including interest, depreciation, 
and taxes on equipment, have been as 
low as 1$ cents per hundred pounds of 
oats ground and 3.7 cents for each 
hundred pounds of corn. 

As pointed out by E. B. Van Horn 
of the research section of the REA, 
balanced rations, by mixing feed, can 
easily be fed to farm animals and the 
farmer is repaid by greater increases 
in weight, milk production, and gen- 
eral healthiness of his stock. 


| papi growers are beginning to use 
electricity to a greater advantage 
as an aid in the production and market- 
ing of their crops. However, use of 
electricity on the Pacific coast is not 
new, but widespread use east of the 
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“THE Ontario Hydro Commission has conducted a number 
of experiments with electric hotbeds with successful results. 
By use of electricity, it is pointed out, heat can be exactly 


controlled. Temperature control is particularly important 
since every seed has a temperature range at which it thrives 


best.” 


Rocky mountains, and especially in the 
mid-South area, did not develop until 
comparatively recent years. Orchard- 
ists are using power for operating 
water pumps, insect traps, fruit wash- 
ers and sizers, refrigerators, fans, 
spray plants, and cider presses. 

More extensive use of electricity in 
irrigation and various other types of 
farming of lesser importance might 
be pointed out, but instances already 
mentioned are sufficient to show the 
enormous scope of the field in which 
electric power companies are conduct- 
ing experiments to promote greater 
consumption of power. 

For whatever other uses electricity 
will be employed on the farm, suffice it 
to say that the construction of rural 
lines is only the beginning of expansion 
for electric power utilities. Once these 
lines have been constructed, develop- 
ment of increased use of appliances will 
be started in full swing. 


HAT farmers can well afford elec- 

trical appliances is indicated by 
the increase in agricultural income. The 
cash income of American farmers dur- 
ing the first ten months of 1937 was 
estimated by the Bureau of Agricul- 
tural Economics at approximately 
$751,000,000 above that of the same 
period of 1936. It estimated the total 
income, including government pay- 
ments, at $7,087,000,000 in 1937, as 
compared with $6,336,000,000 in 1936. 
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During the 1910-14 period, com- 
monly accepted as a base for compara- 
tive statistics, gross farm income aver- 
aged $6,760,000,000 annually. In 1929 
it climbed to 12 billion dollars, then, in 
1932, fell to a little more than 5 billion 
dollars, the low pit during the depres- 
sion. During the past year, the agricul- 
tural income will be considerably above 
that of the average. The past four years 
have shown increases of approximately 
one billion dollars each year. 

Naturally, such figures represent the 
nation as a whole and do not take into 
consideration restricted areas as, for 
instance, the dust bowl region of the 
Great Plains and other areas which 
have suffered from floods, droughts, 
or other hardships beyond control. 


NOTHER check on the farmer’s fi- 
nancial condition is a survey of 
the per capita income. Taking the same 
period of 1910-14 as a base, it is seen 
that during the depression years fol- 
lowing 1929, the farmer group had 
only a little more than one-third as 
much income available for living as 
did the nonfarm worker, but each year 
since 1932 has shown an increase until 
in 1936 the position of the farmer is 
shown as only slightly inferior to that 
of the nonfarm worker. His standing 
this year is expected to advance slight- 
ly higher. 
Speculating on the purchasing power 
of farm families and the future of 
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rural electrification within the next ten 
years, G. A. Rietz, rural electrification 
specialist of the General Electric Com- 
pany, says: 

Contrary to the general impression, the 
farmers have the money to procure electric 
service. The total cash farm income for 
1934 exceeds 6 billion dollars, and in 1936 
was one-third greater. Fifty-eight per cent 
of all the farms are free of mortgage in- 
debtedness. The ratio of farm debt to value 
is only 18 per cent, which is much less than 
for most industries, such as telephone and 
telegraph, petroleum, and electric light and 
power. 

A recent survey by the rural electrifica- 
tion section of the General Electric Com- 
pany, covering the average more progressive 
farm customers on lines of utilities oper- 
ating in 11 states, shows an average invest- 
ment, at retail prices of $660 for each cus- 
tomer in lines of electrical equipment. 
Records consistently show that the farm 
customer purchased from 250 to 350 per 
cent more electrical equipment than the city 
dweller throughout the depression. 


M®* RIETz estimates that the pur- 
chase of transformers, protec- 
tive equipment, cable products, and 
meters which would be the minimum 
required by the new farm customers, 
would total $112,500,000 in the next 
decade, while such other equipment as 
wiring, motors, appliances, and lamps 
would total approximately $440,000,- 
000. 


Practically all power companies have 
set up liberal credit terms by which 


their rural customers may purchase 
appliances. Those who do not purchase 
appliances from utilities or elsewhere 
may secure loans through the Electric 
Home and Farm Authority. 

To bring about a load-building pro- 
gram, the REA Utilization Division 
maintains six field-utilization units, 
covering 38 states, whose duty it is to 
sponsor wide use of electricity. In each 
locality, agricultural electrification spe- 
cialists explain to the farmers the best 
equipment suitable to them, and the 
home - electrification specialists point 
out to the wives the electrical equip- 
ment desirable for each type of home. 

More intensive programs for load 
building are being worked out by pri- 
vate utilities to speed up their consump- 
tion on newly completed rural lines. 

From the farm laboratory, then, new 
uses for electricity on the farm are 
emerging daily, but to prove that they 
are practical and economical to the 
farmer is a more difficult task than just 
constructing lines into new rural areas. 
Yet, considerable progress is being 
shown in all areas where extensive 
rural electrification programs have 
been undertaken, and it is expected that 
within the next ten years great strides 
in progress will be made in this field. 





Morning After Remorse Nets Phone Company $39 


¢ 6S unbAy | destroyed a telephone in a place on Blank Street,” ran a 

letter that Coin Box Bureau Supervisor, E. W. Wegener of 
Buffalo, N. Y., got the other day. “I had been drinking and did not 
realize what I was doing. If you will contact me through the personal 
column of the Eventnc News addressing me as A. B., stating the 
amount I am indebted to you Pad and instruction as to whom to pay, 
I shall take care of this immediately. I am so I did this and I will 
appreciate any assistance you will give me in order that I might square 
myself.” So Mr. Wegener started running a personal advertisement, 
“A. B—Damage $39. Contact E. W. Wegener, 63 E. Delavan.” On the 
second day a man arrived with the money. He said he was only a go- 
between and asked that receipt be acknowledged in the paper. Mr. 
Wegener ran another personal : “A. B—Received payment in full; 
thanks, E. W. Wegener.” 
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Keeping Up with 
Uncle Sam 


By FRANCIS X. WELCH 


ow that the next move is up to the 
Supreme Court to decide whether 
TVA is constitutionally kosher, atten- 
tion once more is focused upon the per- 
sonalities behind the Washington scenes. 
One of these is Assistant Attorney Gen- 
eral Robert H. Jackson, whose candidacy 
for the governorship of New York was 
launched at the recent annual Democratic 
banquet in honor of Andrew Jackson. 

For those concerned with utility regu- 
lation, the only particular point of in- 
terest in this build-up is that the utility 
industry, or at least a leading figure of 
it, was permitted to be one of the sparring 
partners in getting Mr. Jackson in first- 
class shape. Political hopes, you know, 
have to be nursed, trained, and managed 
just as carefully as heavy-weights and 
coloratura sopranos. 

Well, whoever is advising the training 
course for Mr. Jackson probably had an 
off day when he allowed the new Crown 
Prince to be scheduled with Common- 
wealth & Southern’s Wendell L. Willkie 
for a good old-fashioned debate over a 
national network on the Town Hall pro- 
gram. Veteran observers arched their 
eyebrows at the announcement of the de- 
bate. The radio broadcast, which you 
probably heard, confirmed the suspicion 
that Jackson’s ideas about business are 
none too popular. Many listeners could 
scarcely believe their ears when the 
sounds coming from the loudspeaker in- 
dicated that the audience, a New York 
city audience, was actually cheering a 
utility executive against one of the ad- 
ministration’s own apostles. 

Nor did Mr. Jackson handle himself 
with equanimity during the questioning 
period. The significant angle of this is 
the resulting publicity. It was bad for 
the administration and especially bad for 
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a man who expects to be elected governor 
of New York next fall. The day after 
the broadcast Democratic masterminds 
were buzzing around Washington like 
fretful bumblebees. About the only high 
New Dealer who probably enjoyed the 
whole affair (although he would never 
admit it, of course) was James Aloysius 
Farley for reasons best known to him- 
self. 

The net result is that Mr. Jackson has 
by this time probably received a few dis- 
creet notes from the inner circles sug- 
gesting that honey catches more flies than 
vinegar, and that an aspiring candidate 
must be exceedingly careful about the 
selection of his sparring partners. 

From this distant vantage point it 
begins to look as if the New York 
gubernatorial campaign might be fought 
out between two knights of valor, the 
Republican entry being another eminent 
legal crusader, Thomas E. Dewey, dis- 
trict attorney for New York county. 

And as for Mr. Willkie, he has to be 
careful from now on. He seems to have 
earned the usual penalty of a consistent 
ground gainer. The whole opposing 
team, as it were, would like to “get him,” 
as they say in football parlance. The re- 
cent crackling telegram from REA Chief 
Carmody to Mr. Willkie, complaining 
about “spite lines” in Michigan, was no 
accident. Nor was it an accident that the 
Carmody telegram was released to the 
press before Mr. Willkie had a chance to 


reply. 


Pg Washington-utility situation 
that is developing an interesting 
byplay of personalities is the recurrent 
feud gossip about TVA. Chairman 
Arthur E. Morgan has been called an 
idealist, a great engineer, and other 
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names. But few suspected him of such 
a shrewd sense of publicity values as he 
has displayed within the past few weeks. 

Publicity is about the only weapon 
Morgan can use with the TVA member- 
ship set-up 2 to 1 against him. But he 
used it to good effect in the recent con- 
demnation suits involving the Norris 
dam marble claims of Senator Berry and 
his associates. By the simple process of 
getting the jump on his colleagues, Dr. 
Morgan cast himself in the rdle of pro- 
tector of the public funds. He rang the 
bell with Congress when he invited it to 
investigate the TVA, and his recent testi- 
mony before the House Appropriations 
Committee was a gem. It’s just the little 
trick of thinking fast and thinking first. 

The following introductory passage 
from Dr. Morgan’s House committee 
testimony speaks for itself : 


In previous hearings before the Com- 
mittee on Appropriations, the members of 
the board have given testimony as to the 
parts of the work with which they were 
principally familiar. During the past year 
there has been a reorganization of the Ten- 
nessee Valley Authority. Its administration 
now is directed by a general manager, and, 
presumably, the members of the board are 
concerned only with matters of policy, and 
the general manager and his assistants will 
appear and give most of the testimony. 

In a meeting of the board, the majority 
of the board directed that testimony con- 
cerning the facts would be given by the gen- 
eral manager and his assistants. The mem- 
bers of the board were directed to reply to 
questions of the committee concerning 
policy, and they were directed that their re- 
plies should reflect the majority opinion of 
the board and not the personal opinions of 
the members where they differed from that 
majority. 


In other words, without violating the 
instructions of his board—indeed by the 
simple device of explaining them— 
Chairman Morgan gave notice to Con- 
gress and everybody else that the “ma- 
jority” had first bound and then gagged 
him. Small wonder that sentiment is 
growing on Capitol Hill to dig into TVA 
and see what all the shooting is about. 


oe Norris, shrewdly sensing the 
danger of this sentiment to the 
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reputation of his pet baby, is attempting 
to give it the proper direction by intro- 
ducing an investigatory resolution which 
would put the probe into the hands of the 
Federal Trade Commission. The resolu- 
tion also is broad enough to allow the 
FTC to divert the whole business into a 
resumption of its 8-year utility inquiry. 

The utility companies, on the other 
hand, are trying so very hard to steer 
clear of the TVA membership scrap, tak- 
ing the attitude that after all it should 
be a private family fight and outsiders 
should stay out. 

Whether Congress will take that view 
or agree with Norris, or do nothing at all 
about it, remains to be seen. But it is an 
interesting commentary that Senator 
Norris and others, who opposed the 
shunting of the Walsh utility probe 
resolution to the FTC back in 1927 on 
grounds that a whitewash might result, 
are now following the same tactics with 
the movement to investigate the TVA. 
Senator Norris thought the Congress 
should do its own investigating in 1927. 
Now it’s different. 

Incidentally, it is very discreetly sug- 
gested around Washington that if Presi- 
dent Roosevelt can find some diplomatic 
way to oust Dr. Morgan from the TVA, 
he need look no further than Morris 
Llewellyn Cooke for his new chairman. 
The recent articles by Cooke in The New 
Republic were, perhaps, by way of a 
confession of faith to quiet suspicions of 
Mr. Cooke’s own heresy on some points 
in the New Deal power program. 

With complete registration of holding 
companies under the Public Utility Act 
a distinct probability in the near future, 
the SEC keeps hinting that smart hold- 
ing company groups would be well ad- 
vised to work out their own “reorganiza- 
tion program” under the voluntary pro- 
visions of the “death sentence” (§1le) 
rather than wait for the commission to 
proceed against them under the manda- 
tory provision (§11b). The former gives 
the applicant the advantage of writing 
its own ticket in the first instance, subject 
to final review by the SEC in the public 
interest. The recent American Water 
Works Case was a good example. 
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That 4-inch Tail 


| gr era Roosevelt’s parable about 
the 96-inch dog being wagged by the 
4-inch tail, interpolated in his Jackson 
Day address last month, took on a deeper 
significance in a subsequent press inter- 
view. He indicated that since holding 
companies permit $600,000,000 in stocks 
to control the entire $13,000,000,000 in- 
vestment in private utilities, al] holding 
companies—not merely the intermediate 
ones—should forthwith be eliminated. 
His renewed opposition to the holding 
company principle applied not only to 
utilities, but also to banking and all other 
lines of business. 

He indicated that there are several 
methods of achieving a wholesale elimi- 
nation of holding companies, but declined 
to disclose what plan would be advocated. 
Presumably, one method which he has in 
mind is that of “taxing to death” the 
holding company. The device has already 
been employed to a minor degree. Since 
many holding companies— industrial as 
well as utility—have been created to 
avoid state taxes on “foreign” corpora- 
tions, this would require a choice between 
two evils. Federal charters, provided 
they did not lead to new NRA methods, 
might be a remedy. 

The so-called “death sentence” against 
intermediate utility holding companies 
was passed by Congress with a margin of 
one vote at a time when the feeling against 
the utility companies was running high. 
It seems doubtful whether the admin- 
istration could muster sufficient votes to 
take punitive action against each and 
every holding company in all kinds of 
business. Many such companies origi- 
nated because of conflicting laws in the 
different states. Others have been de- 


and 
Comment 


By OWEN ELY 


veloped as a legitimate means to obtain 
capital in the nation’s financial centers, 
using the insurance principle of diversi- 
fication of risk by bringing widely 
separated industrial or utility plants 
under a central control. That this method 
was open to abuse by unscrupulous pro- 
moters does not prove that the method 
— was illegal, dishonest, or unsuccess- 
ful. 

The President has indicated that hold- 
ing companies are a device to bring the 
financing of local concerns to New York 
city, and implies that the growth of 
utility operating companies could have 
been adequately financed in their “home 
towns.” But such a method of financing 
would be a return to the “horse and 
buggy” era. Our great banks, insurance 
companies, and investment banking 
houses are all centered in New York and 
a few other large cities. The flow of 
capital starts as a small trickle in country 
hamlets, streams through the smaller 
cities, and becomes a mighty river by the 
time it reaches New York. To tap these 
huge funds awaiting investment, mass 
financing is both efficient and essential— 
one $50,000,000 bond issue may accom- 
plish the work of fifty or a hundred 
small-town pieces of financing. Mass 
financing has developed as an accompani- 
ment to mass production, national adver- 
tising, and nation-wide distribution. To 
do away with any one would eventually 
destroy the others and plunge our eco- 
nomic system into chaos. 

It would be interesting to know how 
the President arrived at his $600,000,000 
figure as the “control” of the entire 
utility industry. Time is too short at this 
writing to make a complete tabulation of 
the utility industry, but the following 
figures may be of interest as reflecting 
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the 1936 ratio of common stock equity 
to the total assets under its control, for 
a number of leading systems (dollar 
figures are in millions) : 


Ratio 
Net Com. of 
Syst. Stk. Stk. to 


Assets Equity* Assets 
Consolidated Edison .. $1,228 $552 45% 
Consolidated Gas of 

Baltimore 34 
Detroit Edison 153 53 
Boston Edison 64 
Commonwealth Edison 48 
Pacific Gas 31 
Southern California .. 90 28 
Columbia Gas 35 
Commonwealth & 

Southern 1,078 
American Water Works 328 
Public Service of N. J. 547 
UnitedGasImprovement 731 
Niagara Hudson Power 601 
North American 

Company 


177 
249 


wee ee $7,812 $2,728 35% 


* Including surplus. 


wer to a compilation prepared 


by Standard Statistics, the capital- 

ization of 22 leading utility systems was 

as follows in 1927 and 1936 (dollar 

figures are in millions) : 
1927 1936 

Dol. Petg. Dol. Pctg. 

Funded debt .. $3,667 56% $4,249 51% 
Preferred stock 603 9 979 12 


Common stock 
2,311 35 3,087 37 


and surplus .. 
$6,581 100% $8,315 100% 


This tabulation indicates that the per- 
centage of common stock equity has in- 
creased during the decade ending 1936 
despite the fact that a great deal of hold- 
ing company organization and financing 
occurred during that period. While the 
tabulation includes only about half the 
utility industry, it affords good evidence 
of the conservative capitalization of a 
majority of important systems. 

The whole affair of the 96-inch dog 
with its 4-inch tail conjures up visions of 
“Alice in Wonderland” : We seem to hear 
Alice softly murmuring, “Curiouser and 
curiouser,” while the Red Queen shouts 
angrily, “Off with their heads!” 
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Consolidated Edison Offering 
Successful 


Se offering of $30,000,000 Con- 
solidated Edison 3$s by Morgan, 
Stanley & Co., Inc., and associates on 
January 13th, proved quite successful, 
the issue going to a premium. Presum- 
ably this encouraged Appalachian Elec- 
tric Company, subsidiary of American 
Gas & Electric, to register $67,000,000 of 
new issues—$57,000,000 first mortgage 
4s due 1963, and $10,000,000 debentures 
due 1948. Bonbright & Co., Inc., will be 
the principal underwriter. 

The $9,000,000 Consumers Power 
Company first mortgage bonds due 1967 
are scheduled for January 19th offering, 
and the Appalachian issues for January 
31st. 

Columbia Gas & Electric may be one 
of the first of the large holding companies 
to do important financing, now that the 
company has registered under the Utility 
Act. It has about completed subsidiary 
financing. Refunding of the parent com- 
pany’s $100,000,000 debenture 5s and 
$98,000,000 preferred stocks may prove 
feasible if plans for meeting the “death 
sentence” (not yet revealed) are ap- 
proved by the Securities and Exchange 
Commission. 

The accompanying chart (page 160) 
indicates that high-grade utility bonds 
have been little affected by the depres- 
sion, though rail issues have been hard 
hit. 

¥ 


Maladjustments and Depression 


vERY business depression results in 
E a frenzied search by politicians, 
business men, and economists for the 
raison d'étre. The statistical evidence is 
sifted and analyzed—after instead of be- 
fore the event. The perennial but un- 
successful search is reminiscent of 
quests for the philosopher’s stone, the 
holy grail, and the fountain of youth. 
We have more statistics to deal with 
than heretofore, but the situation is cor- 
respondingly more complicated; and 
hence our efforts seem almost as futile 
as in the past. Whatever truths are ar- 
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rived at are seldom of much help, for by picture, earlier conclusions are 

the time they are appreciated, the depres- parently of little help in preventing the 
sion is usually on the mend anyway. And next crisis. 

since no depression presents the same We used to think that depressions were 


e . 
COURSE OF THE BOND MARKET 


AVERAGES 


*30 
From Barron’s 
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due to an inelastic currency ; hence the 
Federal Reserve System came into being. 
The 1921 affair was attributed to high 
commodity prices and shipping delays, 
but in 1929 commodity prices as a whole 
were not unduly inflated. The 1929 de- 
pression was attributed to stock market 
and banking inflation; yet in 1937, with 
generally sound financial conditions, we 
again “fell out of bed.” ae 

A common topic during depressions is 
“maladjustment.” Doubtless some mal- 
adjustments exist during the earlier 
stages of prosperity, but like sun spots, 
they seem to run in cycles. Apparently 
the American temperament “can’t stand 
prosperity.” All classes, including the 
politicians, are looking for a bigger share 
of the nation’s wealth and income, and 
animosities which remain buried during 
depressions are given free rein during 
prosperity. The delicate balance of sup- 
ply and demand is soon upset, and the 
economic machine again finds its way 
into the ditch. “Greed and grab” seem 
as good an explanation of our business 
cycles as any which have been developed 
to date, 


NE outstanding cause of the depres- 
O sion is indicated in a chart recently 
published in The Chicago Journal of 
Commerce dealing with industrial dis- 
putes in the United States. Other mal- 
adjustments which were contributing 
causes are the following: 

(1) The capital gains tax and the sur- 
tax on undistributed profits, both of 
which disturbed long-established cor- 
poration policies. 

(2) The Federal government’s experi- 
ments with monetary measures, alter- 
nately threatening inflation and deflation. 

(3) The change of front regarding 
monopoly and business regulation. 

(4) Persecution of the utility indus- 
try, postponing the private expansion 
program, and “stop and go” tactics re- 
garding a conciliation program. 

(5) Delay in settling the railroad re- 
organization problem ; new legislation is 
required to deal with “hold-out” com- 
mittees, 


(6) The vital issue over the respective 
powers of the executive, legislative, and 
judicial branches of the Federal govern- 
ment. 

(7) The continued maladjustment in 
finance—overspending by government 
bodies of all kinds v. inadequate spending 
by corporations. 

(8) The wide variations in building 
costs and the delay in effecting a down- 
ward readjustment at this time. 


AX heavy inventories the cause or 
merely the symptom of depres- 
sions? In the January 6th issue it was 
pointed out that inventories are again a 
very serious problem, despite comments 
to the contrary by many business lead- 
ers. In the table on page 36 of that issue, 
the combined inventories of 446 large 
corporations were stated as $5,482,000,- 
000 at the end of 1936 compared with 
$6,111,000,000 at the end of 1929. These 
figures did not, however, take into ac- 
count the change in commodity prices in 
the intervening years. After adjusting 
for a relatively lower price level, the 
physical amount of inventories in 1936 
was about 5 per cent higher than in 1929 
—but only slightly higher than in 1933. 
Figures for 1937 will be of interest when 
available in a few months. 

The New York Journal of Commerce 
reports as follows: 


At least three broad surveys conducted 
by industrial groups bear out Secretary 
Roper’s report that industrial stocks in gen- 
eral are now higher than at the end of 1936. 
This fact, in turn, indicates that such inven- 
tories are larger than those held at the close 
of 1929. Moreover, some of the reports con- 
firm reports that liquidation of stocks of 
finished goods from Labor Day on was quite 
slow. However, each of the reports is merely 
an average of stocks held by many concerns 
in numerous industries. Most disclose that 
a moderate number of concerns in every 
industry possess extremely modest stocks 
that must be replenished in the near future. 


Summarizing, expert opinion seems to 
agree that this should be a “short” de- 
pression, and that we have either passed 
the bottom already or will do so during 
the coming summer. 
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Corporation Notes 


We Union Telegraph Company, 
against which the Federal govern- 
ment recently brought an antitrust indict- 
ment, contends that it has no monopolis- 
tic control of transmission wires along 
railroad rights of way. Railroads would 
not consent to any duplication of existing 
telegraph lines because they would con- 
stitute a hazard in rail operation and 
competing wire companies could not 
afford to install them. Even though 
Postal Telegraph were admitted to rail- 
road terminals, its revenues would be in- 
creased only $250,000 a year. 

Portland General Electric Co. has 
sought permission from the Federal 
Power Commission to merge five under- 
lying subsidiaries. 

A series of five articles analyzing 
American Telephone and Telegraph 
Company has appeared recently in Bar- 
ron’s. The author, Oliver J. Gingold, 
reaches the following conclusion: 

Viewing the dividend matter from all 
angles with the usual reservations as to 
wars, spiral depressions and “acts of God,” 
there appears to be little likelihood that 
the American Telephone and Telegraph 
directors will have to consider a change in 
the dividend policy as far ahead as one can 

reasonably estimate. That is perhaps a 

year to two years. 


Mr. Gingold thinks that the forthcom- 
ing Federal Communications Commis- 
sion report (which has cost about $1,250,- 
000) will attack the company’s deprecia- 
tion policy and seek rate cuts. New 
financing by the Bell system may, he 
thinks, come fairly soon, presumably in 
the form of convertible bonds. 

The maturity of $24,000,000 Ameri- 
can & Foreign Power Company notes 
due ten banks as of October 26, 1938, has 
been extended for an additional year. 
The rate of interest is 4 per cent currently. 


¥ 
Current Earnings Show 
Moderate Down Trend 


fig” gros net income for major sys- 
tems reporting monthly figures 
were as follows (000 omitted) : 


1937 1936 Gain Loy 
$1,347 $1,259 7% 


Amer. Gas & 
Electric 
Commonwealth 


Southern 6% 
8% 

1,065 1,166 9% 
$5,900 $6,413 gy 


Public Service 


Totals 


The good showing made by American 
Gas & Electric was due principally to 
savings on fixed charges, the balance 
available for interest being practically the 
same as in the previous year. Gross 
revenues showed a gain of about 4 per 
cent for the month, but this was nearly 
all absorbed by increased costs. 

The accompanying table (page 163) 
of interim earnings statements for 39 
leading utility systems continues to show 
a preponderance of gains for twelve 
months’ periods, but these are being 
whittled down and a few losses have 
begun to appear. The systems which 
now show a decline are American Water 
Works, Consolidated Edison, Detroit 
Edison, Federal Light & Traction, Public 
Service of New Jersey, Southern Cali- 
fornia Edison, Brooklyn Union Gas, 
Western Union Telegraph, and Twin 
City Rapid Transit. Traction and tele- 
graph companies have thus far borne 
the brunt of the depression. Natural gas 
companies continue to make a good aver- 
age showing, while those distributing 
manufactured gas are feeling the burden 
of high costs and electric competition. 

Brooklyn Union Gas, which registered 
a 25 per cent drop in share earnings for 
the twelve months ended September, has 
petitioned the public service commission 
for a rate increase. Western Union and 
Postal Telegraph have also petitioned 
rate-making authorities for an increase 
in charges. 

The Times weekly index of electrc 
power production rose sharply in the 
week ended January 8th. The index now 
stands at 95.7 compared with 93.4 for 
the previous week. The 1929 high for the 
index was 106 and the 1933 low 82, from 
which it advanced to 105 at the end of 
1936. Except for the first week of 1937, 
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tered a drop roughly equal to that which 
to September, when the decline to the occurred from the summer of 1929 to the 
present level occurred. It has now regis- spring of 1932. 


INTERIM EARNINGS STATEMENTS 
No.of End System Earnings per Share (a) 
Months of Last Previous Per Cent Per Cent 


the index fluctuated between 105-110 up 





Electric and Gas 
American Gas & Electric 


1 
American Power & Light (Pfd.) ... = 


American Water Works 
Boston Edison 

Cities Service P. & L. (Pfd.) 
Columbia Gas & Electric 
Commonwealth Edison 


1 
Commonwealth & Southern (Pfd.) .. 
‘ 1 


Consolidated Edison, N. Y. 
Consolidated Gas of Baltimore 
Detroit Edison 

Electric Power & Lt. (1st Pfd.) .... 
Federal Light & Traction 

Inter. Hydro-Electric (Pfd.) 

Long Island Lighting (Pfd.) 

Middle West Corp. ...........s000: 
National Power & Light 

Niagara Hudson Power 

North American Co. ............2.- 
Pactec Gas & Baecisal o<civcccccccs 
Public Service Corp. of N. J. ...... 
Southern California Edison 

Standard Gas & Elec. (Pr.Pfd.) .... 
Stone & Webster 

United Gas Improvement 

United Light & Power (Pfd.) 


Gas Companies 


American Light & Traction 

Brooklyn Union Gas ............... 
Lone Star Gas 

Pacific Lighting 

Peoples Gas Light & Coke 

United Gas Corp. (1st Pfd.) 


Telephone and Telegraph 

American Tel. & Tel. (d) 

General Telephone 

Western Union Telegraph 

Traction, etc. 

Greyhound Corp. 

Twin City Rapid Transit 

Systems outside U. S. 

Amer, & Foreign Power (Pfd.) .... 
International Tel. & Tel. (e) 


* Estimated. 


Included Period 


Nov. 
Nov. 
Sept. 
Sept. 
June 
Sept. 
Nov. 
Nov. 
Sept. 


30 (b) 
30 


30 (c) 
30 (c) 
30 (c) 


Nov. 30 


Nov. 
Oct. 

June 
Sept. 
Sept. 
Sept. 
Nov. 
Sept. 
Sept. 
Sept. 
Nov. 
Sept. 
Oct. 

Sept. 
Sept. 
Nov. 


Nov. 
Sept. 
Sept. 
Sept. 
Dec. 
Oct. 


Dec. 
Sept. 
Nov. 


Sept. 
Sept. 


12 Sept. 
9 Sept. 


30 (c) 


30 (c) 
30 (c) 


30 (c) 
30 (c) 


Period Period Increase Decrease 


$2.56 
6.36 


ae) 


90 = = CONN S = 
RERBRRSERB 


am 6d D> wt ND be 
AYWeSay 
NQAQANN 


NS 


ach ah 
SIA 
o~—% 


1.79 
0.96 


7.70 
1.10 


$2.23 
5.92 
1,50 
8.31 
10.51 
0.47 
1.42 
8.50 
2.22 


SMONNNNE SOFPOnencor 
SEUASSSLSSRASEIB 


© 
N 


14% 
7 


10 


70 
190 


(a) On common stock, unless otherwise indicated following name of company; in some 
cases, Federal surtax not deducted. 

(b) Report also published for month ending same period. 

(c) Report also published for quarter ending same period. 

(d) Parent company only. The consolidated statement for twelve months ended November 

__ 30th showed $10.24, against $9.54 last year. 

(e) Excludes Spanish subsidiaries and Postal Tel. & Tel. Co. 
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Should the Government Fight 
Or Favor Big Business? 


N view of all the recent discussion in- 

side and outside Washington about 
the evils of big business, a suggestion 
by Professor W. Y. Elliott of Harvard 
University becomes of timely interest. 
It was made in the course of an address 
by Professor Elliott before the mem- 
bers of the American Political Science 
Association meeting at Philadelphia. 
The speaker voiced doubt that our sys- 
tem could stand as much socialism as 
would be involved in continuing “along 
the road of the Tennessee Valley Au- 
thority” and extending “nationalization 


to all monopolies,” but he advocated the, 
extension of government partnership in. 


industry “where there is a chronic and 
general public interest.” 

Professor Elliott, in presenting his 
views on how far government should be 
regarded as a partner of business, said 
there was an “immediate need” to exer- 
cise in the great national public utilities 
a control “through stock ownership and 
government directors, empowered to 
vote proxies for any stockholders that 
so desired.” He added: 

Why not try that method instead of 
more TVA’s? Let the RFC become a sort 
of holding company over holding com- 
panies, to keep them honest. Consumer and 
investor alike require protection. Govern- 
ment is their main hope of safeguarding 
the true public interest. British experience 
of this type of partnership in oil and trans- 
port is now being extended to coal. 


Another category of public partner- 


ship, he said, is in preventing “the wast-’ 


ing of national resources, notably coal 
and oil—the latter the more immediate 
need.” He continued: 


Rationalization can only come through a 
government-controlled monopoly. Here the 
emi vag o should be senior partner. Tim- 

er is next in line, then other minerals. 

Sheer size dictates need for government 
participation, though as a partner, not 


manager. The Aluminum Company, United 
States Steel, the American Tele ath and 
Telegraph Company are all good examples 
of industries whose size makes govern- 
ment a gr essential. Commission 
control is external, hamstrung by the 
courts, punitive in character. An ounce of 
prevention is worth a pound of cure. 


T is interesting to contrast Professor 
Elliott’s views with the views ex- 
pressed by Philip C. Staples, president of 
the Bell Telephone Company of Penn- 
sylvania. Mr. Staples denied that big 
business is necessarily dangerous. He 
emphasized that “business requires 
no apologist; it has done its part and 
done it well in the cavalcade of the past 
one hundred years.” He added: 

During the past few years business has 
listened to so much criticism that it has be- 
come decidedly self-conscious. I sometimes 
wonder whether it hasn’t lost irretrievably 
much of its “go,” and business has 
to wonder whether the present trend can 
or will ever be reversed. 

It questions whether from this point on 
it will not have to accept what is handed 
to it, however restrictive or punitive. That 
does not augur well. For, sure as shooting, 
business will be called upon, before we are 
through, to carry its old load, maybe a 
much bigger one than in the past; and when 
the time comes to resume the accustomed 
pace, bruises and crutches will not help the 
acceleration. 


It was at the same Philadelphia meet- 
ing that the New Deal was accused by 
President-elect Lewis W. Douglas of 
McGill University, and former director 
of the budget under President Roose- 
velt, of creating “a vast array of addi- 
tional vested interests” instead of curb- 
ing monopolistic tendencies which, he 
said, have continued to develop through 
“excessive paternalistic protection of 
the late twenties.” 

PRoceeDINGs OF THE AMERICAN POLITICAL 


Science Association. Philadelphia, Pa 
December 28, 1937. 
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WHAT OTHERS THINK 
The Willkie-Jackson Debate 


ERTAINLY one of the most suc~zssful 
C sessions (judging from the wide- 
spread expressions of enjoyment) of the 
weekly radio broadcast program, 
“America’s Town Hall Meeting of the 
Air,” was the recent debate on the sub- 
ject of government and business codpera- 
tion between Assistant U. S. Attorney 
General Robert H. Jackson and Wendell 
L. Willkie, president of The Common- 
wealth & Southern Corporation. It was 
a good old-fashioned head-on collision 
in best Lincoln-Douglas tradition, 
and the questioning period that followed 
the delivery of the prepared speeches 
added to the popular interest in the pro- 
ceedings. 

As might be expected from one of the 
New Deal’s chosen lieutenants and an 
avowed candidate for the governorship 
of New York, Mr. Jackson reiterated the 
oft-repeated “anti-bigness” theory that 
a few large corporations today have 
sufficient power to maintain prices 
against the public interest “by various 
devices not reached by the present laws.” 
Mr. Willkie, on the other hand, generally 
defended big business as the agency that 
has given America the automobile, the 
telephone, and electric power at the 
world’s lowest cost. 

Mr. Jackson opened his address with 
the proposition that business has never 
shown any sense of responsibility and 
has always left that duty to the govern- 
ment; and government has generally 
tried to take care of that duty in vary- 
ing forms. Before the turn of the cen- 
tury, it was in the form of Federal land 
grants. Then came government spend- 
ing and borrowing during the World 
War. After the war, American investors 
took up the slack by subsidizing a pro- 
gram of foreign expansion which col- 
lapsed with the depression. With the 
New Deal came PWA, WPA, and the 
other relief agencies. He continued : 


Government last year tried to codperate 
with the business demand to get out of gov- 
ernment spending, and the problem has come 
back to it with increased intensity. What 
then can we do? 
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There is, to my mind, an essential first 
step. That is for big business deliberately 
and speedily to go to a policy of high volume 
production, low price, and the highest wage 
scale possible. As one industry has put the 
philosophy, we must have more goods, for 
more people at less cost. Steel prices can 
not be geared to produce profits at 45% of 
capacity. Our economy cannot stand the 
strain of that kind of price policy. Building 
materials must be priced so that buildi 
may go on from year to year, as needed. 
Building industries cannot prosper if we 
can afford to build only in the years when 
we can afford to be extravagant. 

In business that is really competitive 
prices adjust themselves. But today a few 
companies in each industry have grown so 
powerful that they can, by various devices 
not reached by present laws, hold prices up 
for a long time even if they lose customers. 
They have a short-sighted philosophy that 
it is better policy in the long run to ‘ell less 
goods at high prices than more goods at 
lower prices. Steel has declined in produc- 
tion from near 90% of capacity to near 
30% without dropping the price a cent. It 
is interesting to know that even the govern- 
ment cannot get really competitive bids for 
steel. For example, bids for reinforcement 
bars for Fort Peck dam were filed by ten 
companies, but each bid was exactly $253,- 
633.80—identical to a penny. That could not 
happen in a truly competitive industry. In- 
deed there are reputable economists who 
believe it would not happen even in a wisely 
managed monopoly. 


M:* Jackson went on to give specific 
examples in the steel and auto- 
mobile industries of monopolistic price 
abuses and said he hoped for “anti- 
monopoly laws that will be adequate to 
throw the power of organized govern- 
ment back of those businesses which are 
pursuing a policy of serving the public 
with an abundance of goods at prices it 
can afford to pay.” He continued: 


Mr. Willkie was one of the pion¢ers— 
stimulated no doubt by a little competition 
from TVA—in the adoption of a low- 
price, high-volume basis for his industry. 
He ventured and it paid. 

Business should get over thinking about 
men in public life as being different from 
themselves. There are dumb plays in gov- 
ernment, matched by some in business. There 
is waste and incompetence in government, 
but get any banker’s private opinion of some 
of his debtors’ operations. I have seen 
politics interfere with administrative effi- 
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ciency in government. I have also seen per- 
sonal and family and banker politics do some 
pretty weird things in business. I have 
charged off enough small investments so that 
I am not sure big business men are any 
more infallible than politicians. In fact, I 
don’t know which brand of wisdom [ dis- 
trust the most, that of the theorists who 
have studied business but never: run one, or 
that of the executives who have run business 
but never studied it. 

The greatest difference between the man 
I meet in government and the man I meet in 
business is this: 

The man who is in government is brought 
in contact with the problems of all kinds 
and conditions of men. Everybody’s busi- 
ness is his business. He looks at society as 
a whole mechanism rather than specializing 
his interest in a single business. 

The private business man, on the other 
hand, up to now has been intensely pre- 
occupied with a very narrow sector of the 
world. He has seldom looked about to 
see the effect which his acts may be having 
on the lives and welfare of other people. 
It is this fundamental difference in view- 
point that occasions much of the conflict 
between business and government. 


Mr. Jackson concluded with an appeal 
for a “common” program for business 
and government which would include 
high production, low-priced industrial 
economy, and a high wage scale to sup- 
port a high standard of living. 


M* Willkie opened his address by 
comparing the basic similarity and 
relative honesty of purpose of public 


officials with business executives. 
Neither are perfect, he concluded—one 
group has about as much integrity as the 
other—no more, no less. He moved on to 
discuss the difference between big busi- 
ness and little business: 


But there is another myth that has been 
handed out to us in recent years, and that 
is that big business and small business have 
different and opposing interests. My dis- 
tinguished companion on the platform has 
made this a favorite theme of his speeches. 
He has warned against government co- 
Operation with big business, maintainin 
that, to quote his words “the governmenta 
coéperation which the small business man 
wants is a different kind.” 

The fact of the matter is that small busi- 
ness and big business prosper under exactly 
the same conditions, and the conditions that 
are harmful to one are harmful to the other. 
In fact, all business suffers more acutely 
from such things as heavy taxation, gov- 
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ernment hostility, and timidity of invest. 
ment, because it has no reserve with which 
to preserve itself in times of adversity 
Big business supplies a market to small 
business not only by buying its products but 
by stimulating the general market; more- 
over, it furnishes small business with low- 
cost materials and supplies. The two are de- 
pendent one upon the other. When we say 
that American industry is prosperous, we 
mean that the small businesses of America, 
which comprise the larger part of our in- 
dustry, are prosperous. 

After all, a large corporation is simply 
a corporation in which as a rule the interest 
is divided among a great many small stock- 
holders. If government succeeds in destroy- 
ing a large corporation, more people—both 
stockholders and employees—suffer at one 
time, that is all. It is not the size that makes 
a corporation bad or good, it is the way 
it operates. 


As a matter of fact, Mr. Willkie found 
that big business generally pays higher 
wages under better working conditions 
than little business. The very technique 
of high production at low prices, now 
being sought by the government, was first 
developed by big business—would be 
well-nigh impossible without it. Refer- 
ring to utilities in the réle of big business, 
Mr. Willkie said : 


Then there are two telegraph companies 
and a great telephone system which have 
been under overnment _ investigation. 
These, too, are big corporations, and as a 
result they have developed a communica- 
tions system by telegraph and telephone 
which is more efficient and more widely 
used by people of all classes than that of 
any other country. More than 50 per cent 
of all telephones in the world are in the 
U. S., and they cost the consumer a smaller 
part of his income than anywhere else. ... 

Of all the industries mentioned, the utility 
industry, with its enormous demand for ad- 
ditional construction and equipment, is the 
most important to our economic recovery. 
And how has it been operated? Since the 
pre-war years, the cost of living has gone 
up about 40 per cent, and the cost of elec- 
tricity in this country has gone down by 
almost exactly the same extent. The Ameri- 
can consumer pays a smaller part of his in- 
come for electricity than the consumers in 
any country in Europe. On the average, the 
American pays 9 cents a day for electricity 
or less than the government tax on a pack- 
age and a half of cigarettes. 


M* Willkie went on to point out the 


low cost of electricity in Washing- 
ton, D. C., (Mr. Jackson’s home at 


166 





WHAT OTHERS THINK 








SSSSS:.— 


SSS 
FSX 











SS 


7 


RON x 
MON} 
Or 
NIN 


WV 
ARR 
MANS 





SS 
S 


ST 
QQ 




















New York Herald Tribune 


THE ONE-MAN DOG 


present) served by a utility under hold- 
ing company control (North American) 
as well as the low rates in the service 
area of his own Commonwealth & 
Southern Corporation. He conceded 
that the utility industry, like other in- 
dustries, had it black sheep and, for that 
matter, so has the government had its 
cabinet scandals. All of which led to his 


plea that we should forego sweeping 
condemnations and emotional catch- 
words in considering such important 
problems. He said: 


In view of the friendlier tone of the i- 
dent’s last speech, I hope that at last we 
have done with the epith the calling 
my ae goer whi rape oh been 
glibly u s as “economic 
“bourbons,” “moneyed aristocrats,” “bank: 
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er control,” “holding companies,” and the 
nonsense about sixty ruling families. 

“A good catchword,” Justice Oliver Wen- 
dell Holmes once said, “can obscure analysis 
for fifty years.” 

Today we are very much in need of an- 
alysis without catchwords. The business 
decline has become so serious that govern- 
ment officials, who at first thought to mini- 
mize, are now seeking frantically to make 
big business responsible. Some of these 
officials allege that the present slump was 
caused by a few business strong men who, 
like Samson, were willing to destroy them- 
selves in order to pull down the house. 
They would have us believe that the auto- 
mobile companies are deliberately trying 
not to sell cars. They would have us believe 
that the steel companies which were operat- 
ing at 90 per cent of capacity are now pur- 
posely losing money and operating at 20 
per cent of capacity and that they increase 
their prices for no reason, whereas in fact, 
these prices increased less than wages and 
cost of materials. 

However absurd this charge may be, I see 
no point in arguing it. I suggest that we 
have now reached the time when we should 
stop discussing who caused the depression 
and should direct our attention to how to 
cure it. 


R. Willkie referred to the fear 
which the utility investors have of 
Federal competition which is holding 
back hundreds of millions of dollars 
from new construction. These fears will 


not be dispelled by mere government 
reference to the fact that only 15 per 
cent or some such fraction of the country 
has been taken over by Federal projects, 
He said: 


If there is a smallpox epidemic in a city, 
you cannot convince a man he is in no dan- 
ger because at the moment only 15 per 
cent of the city is affected. And he would 
be all the more fearful if the doctors and 
the city officials entered into an agreement 
not to mention publicly the facts concern- 
ing the affected area. The investor knows 
that if the government can compete in 
15 per cent of the United States, it can 
compete with any industry, anywhere, and 
he is not reassured by government efforts 
to belittle or conceal this competition. 


Mr. Willkie conceded that the chief 
reason government officials and business 
men fail to understand each other is that 
one thinks and speaks the language 
of politics and emotionalism, while the 
other thinks and speaks the language of 
economic realism. There is no real rea- 
son, he said, why government and busi- 
ness could and should not get together in 
obtaining the basic social objective which 
the New Deal has espoused. 


Broapcast on Town Hall of the Air over Na- 
tional Broadcasting System, sponsored by 
the League for Political Education, New 
York, N. Y. January 6, 1938. 





The Investors’ Strike against 
Utilities and Why 


| pe 2 ey a 1,275,000-jobs-a-year 
utilities building program hinges 
wholly on the termination of a 5-year 
“sit down strike” by several millions of 
small investors, and not by any “agree- 
ments” between the national administra- 
tion and utility executives. Until the 
broad base of the investing public once 
again believes in the future of private 
investment in utilities and once more 
ceases to fear governmental aggression, 
new money will not be forthcoming to 
unlock one of the largest job reservoirs 
readily at hand. 

Such is the substance of an analysis 
of current utility problems in relation to 
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recovery from the present recession by 
James F. Owens, one of the nation’s 
utility spokesmen, in an article which re- 
cently appeared in The Magazine of 
Commerce, official organ of the Chicago 
Association of Commerce. Mr. Owens 
stated : 


Meantime “negotiations,” “peace terms,” 
and Pan) wag A with leaders of the utility 
industry the administration can 
missed as headline stuff. The réle of execu- 
tives conferring with the President is that 
of counsellors, advising him on ways of at- 
tracting new utility capital by dispelling 
fears of the investing public. _ oa 

Let there be no misunderstanding : this is 
an investors “sit down strike” as it were; 
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definitely it is NOT a matter within the 
control of managing executives. If they had 
their way they naturally would respond to 
increasing demands with increased facili- 
ties. The sole reason utility executives have 
not kept pace with new power demands is 
the impossibility of raising new money with 
which to build. 


Creation of 1,275,000 man years of 
work, annually, for five years is in pros- 
pect, according to Mr. Owens, based on 
estimates of Federal power experts, 
should the present investor impasse be 
removed. He added: 


Frank R. McNinch, recently shifted to the 
chairmanship of the Federal Communica- 
tions Commission from his accustomed post 
as chairman of Federal Power Commission, 
asserted at the Investment Bankers Conven- 
tion in November that the private power 
industry could absorb $7,500,000,000 in new 
money for construction in the next five 
years. I am not aware of the source of his 
figures but they must be predicated upon a 
most optimistic assumption of rising de- 
mand and increased prosperity. Probably 
more realistic was the estimate of William 
O. Douglas, chairman of the Securities 
Exchange Commission, who believes that the 
program could easily run at a billion dollars 
a year. On the basis of a wage of $5 per 
day and 200 working days per year, Mr. Mc- 
Ninch’s sum would create new jobs for 
1,275,000 workers annually for five years 
since government records show that such 
construction returns—directly and indirect- 
ly—85 per cent in wages. 


n the subject of power shortage, 
Mr. Owens made the following 
statement: 


How much of a power shortage there is 
now or may soon exist nobody really knows 
or can safely guess. But that a large short- 
age impends unless building is begun at 
once requires little proof. 

Put it this way: if I were president of all 
the electric utility companies of the nation, 
I should at once launch a 4-year building 
program of not less than four billion dol- 
lars. That would be a conservative plan. 
Having supplied the answer to the first 
question, let us now turn to the problem of 
how to get that great private building pro- 
gram under way. To those who have been 
intimate with the utility industry over the 
past five years the answer is simple, but it 
may be less easily understood by the unin- 
formed. The public is vaguely familiar with 
such phrases as “death sentence,” “subsi- 
dized competition,” “direct competition,” 
and the like although I doubt if the signifi- 


cance of them is very generally understood. 

But the source of any new utility money 
is vitally aware of the im of these 
words. That great mass of individuals who 
hold small sums—in aggregate a h 
amount—which they seek to invest safely, 
the investing public, is now rounding out 
the fifth year of an “investors’ strike” 
against the power industry. I can now hear 
somebody on the rear pew heckling me with 
“how-about-Insull !” inferring that the cause 
of this avoidance of the industry has been 
due to alleged financial abuses of the indus- 
try in the past. That is not a true or fair in- 
ference. But for factors which I will suggest 
the utility industry today would be the safest 
as well as the most lucrative investments 
available. .. . Utility earnings dropped least 
and rose soonest during and after the Great 
Depression. Because of the nature of the 
industry they have enjoyed a form of 
guaranteed earning. 

Yet nobody wants utility stocks—at least 
the demand is so weak as to force existing 
issues to new lows. True, it has been pos- 
sible in some instances to refinance under- 
lying obligations, amply overlaid by a pro- 
tecting cushion of common and preferred 
stocks. But “junior money,” the equity or 
common stocks, necessary to cushion bonds, 
just can’t be raised these days. To raise a 
billion dollars for new construction the 
public must buy a quarter of a billion in 
common stocks, a quarter of a billion in 
preferred stocks and half a billion in bonds 
—that is the usual ratio. We can’t sell the 
bonds without the protection of preferred 
and common. And we can’t sell the pre- 
ferred without the cushion of common. And 
we can’t sell ANY common. 


It does seem, as Mr. Owens suggests, 
that once investors are out on strike, it 
takes more than threats or promises to 
entice them back into the market. Cer- 
tainly executive management cannot, on 
its own initiative, order the investors to 
come back by forthwith committing 
its industry to a program of expansion 
without knowing where the money to 
pay for it is coming from. The responsi- 
bility for correcting the situation would 
seem to rest on those who first frightened 
the investor into flight. It is their job, 
now, to sell America back to the Ameri- 


cans. 
—M. M. 


Wartinc: A Four Bittton DotLar BuILpING 
ProcraM. By James F. Owens. Commerce 
Magazine, January 1938. Published by 
Chicago Association of Commerce. 
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Appropriation Side Lights on TVA 


The following excerpts are from the hearings before the subcommittee of the 
Committee on Appropriations of the House of Representatives, on the “Independent 
Offices Appropriations Bill for 1939.” The testimony dealing with the TVA began 
on December 13, 1937, and was concluded December 15, 1937. The witnesses for 
TVA were Dr. A. E. Morgan, chairman; Dr. H. A. Morgan, vice chairman; David 
E, Lilienthal, power director; John B. Blandford, Jr., general manager; Martin G. 
Glaeser, acting chief power planning engineer, and others. The subcommittee con- 
sisted of Representatwe C. A. Woodrum (Va.), chairman, Representatives Johnson 
(Okla,), Fitzpatrick (N. Y.), Johnson (W. Va.), and Houston (Kan.), Democrats, 
and Representatives Wigglesworth (Mass.) and Dirksen (Ill.), Republicans. 


e 


Allocation of TVA Costs to Power, Navigation, 
And Flood Control 


Mr. Firzpatricx. Could you give us a Mr. Branprorp. Mr. Lilienthal, will you 


breakdown on what part of that $500,000,000 
would go toward electric power, what part 
would go toward navigation, and what part 
toward flood control? 

The reason that I am asking that is that I 
am greatly interested in lowering electric 
rates, which I think the country is entitled to, 
but I would like to get an idea of just what 
it could be produced for. Would it be possible 
for you to give us a breakdown on that? 

Mr. Branprorp. I do not think it would be 
possible to do it at the present time. We are 
preparing now a report on allocation of cost, 
which we expect to complete in the spring, I 
think before Congress adjourns, and that will 
provide a basis for allocating costs in the way 
that you are now interested. 

Mr. Firzpatrick. But the question is, 
where there are three projects tied up like 
this, what will the cost be for electric current? 
My idea is, assuming that a private company 
built a dam for electric power, and assuming 
that you eliminated navigation and flood con- 
trol, what would it cost to harness the river 
to give electric power? 

Mr. Dirksen. Why wasn’t this done in the 
first instance, Mr. Blandford, this apportion- 
ment of cost as between flood control, navi- 
gation, and power? 

Mr. BrLanprorp. The first step was to 
determine the valuation of the Wilson dam, 
as required by the Tennessee Valley Author- 
ity Act. That was completed last summer, 
and approved by the President. Since that 
time we have been working on the allocation 
study, which is a complex, intricate problem. 

Mr. Dirksen. What would the private 
engineering practice be in making this appor- 
tionment of cost? 
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answer that? 

Mr. LitrenTHAL. There is no precedent in 
engineering practice; there has never been a 
problem of this magnitude, of this complexity. 
Here is a whole river system of dams tied 
together, none of them standing alone, all 
together producing a certain result. So that 
we have not had any precedent to follow. We 
have to work it out, for the most part, as an 
original problem, so that we cannot turn to 
what private engineers have done as to this 
particular type of allocation; nor have econo- 
mists any formula that would be specifically 
applicable to such a problem. 

Mr. Dirksen. In such surveys as the War 
Department made down there some years ago, 
did they break up these costs into their com- 
ponent parts? Was not Colonel Putnam in 
charge of a considerable investigation down 
there? 

Mr. LiientHAL. I do not think that they 
did, but even if they had, after all that report 
was based on very preliminary estimates of 
cost, and would not be applicable to this 
present system. 

Mr. Drexsen. Didn't they particularly 
make a survey on that lower project, the 
Gilbertsville project, from the standpoint of 
low dams versus high dams, and break up 
their costs accordingly, and wasn’t that a part 
of the testimony that was offered in Chatta- 
nooga here recently, during this pending 
case? 

Mr. LizentHar. No. The Army Engi- 
neers did make a preliminary estimate as to 
the cost of a series of low dams, but we could 
hardly base our allocations on the cost 0 
dams that were never built. 
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“HERE IS A NINETY-SIX-INCH DOG BEING 
WAGGED BY A FOUR-INCH TAIL.”—F.D.R. 


Steam v. Hydro 


Mr. Firzpatrick. What does it cost to 
produce a kilowatt of power? 

Mr Grazser. Our rate schedules are based 
on income computations, among other things, 
which should bring the average return to 
TVA to about 4 mills per kilowatt hour. The 
average rate, at which we sell to our municipal 
or cooperative contractors for resale, varies, 
of course, with the load factor. It may be 
said on the average it would be about 5 mills. 

Mr. Frrzpatricx. You sell at switchboards 
and they sell to others. 

Mr. Giagser. Well, in some cases, a few 
cases we sell at switchboards; in most cases 
we sell at the ends of transmission lines. 
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Mr. Frrzpatrick. And to municipalities 
and codperatives? 

Mr. GLagser. Yes. 

Mr. Frrzpatricx. The sales at the switch- 
boards will return about 5 mills. 

Mr. Gragser. The switchboard rate will 
be somewhat less. Our rates at switchboards 
are our regular transmitted power rates less 
10 per cent. 

Mr. Frrzpatrick. I see. Have you any 
idea what it costs to produce it by coal? 

Mr. Gragser. The cost of producing the 
power by steam? 

Mr. Frirzpatrick. Yes. 

Mr. Grazser. Whether you use coal or gas? 
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Mr. Firzpatrick. Yes. Whatever is used. 

Mr. Gragser. It would be very difficult to 
say, because the situations are so different. 

Mr. Firzpatrick. What is the average? 

Mr. Giagser. Well, I think it will run in 
the neighborhood of 4 mills. 

Mr. Fitzpatrick. There is not very much 
difference then. 


Mr. Giaeser. There is not very m if. 
ference if the plant is fully loaded. = 
_Mr. Frrzpatricx. If you take into cop- 
sideration the cost of distribution, it may 
often be just as reasonable to sell itt 
produce it by coal and oil, or gas, as by 
water. 
Mr. Graeser. It might be. 


e 


TVA and Private Utilities 


Mr. WIiccLEswortH. What do you foresee 
for existing companies, and for the thousands 
of investors in the securities of these com- 
panies? 

Mr. LirentHat. It is very difficult to 
answer a question of that nature, but some 
light can be thrown on that question. In the 
first place it should be recalled that the TVA 
has sold power to private utilities for redis- 
tribution by them, and has been ready and 
willing to sell power to them. 

Mr. WiccLeswortH. In one instance, I 
understood, from your former testimony. 

Mr. LivrentHaAL. At the present time we 
are selling only to the Arkansas Company, but 
in January, 1934, a contract was entered into 
to provide for very substantial sales to the 
Alabama Power Company, the Tennessee 
Electric Power Company, the Mississippi 
Power Company, and the Georgia Power 
Po - im That contract expired February 3, 

We offered to enter into a new power con- 
tract, but it was declined. The difficulty aris- 
ing out of the sale of power to that particular 
group of companies was not so much the price, 
although they complained that the TVA rates 
were too high, and in fact they claimed that 


the rates were higher than they could afford 
to pay, and | think that objection probably 
was not as serious as it was made to appear in 
the negotiations. The principal objection was 
found in the law, under which we have no 
discretion, as we see it; the provision in the 
law which provides that while we might sell 
power to public utilities and municipalities 
and codperatives and industry, we must give 
the municipalities a preference. The objection 
was made by those private companies that 
were a utility located in the city, which was 
given this statutory preference, it would make 
it impossible for the private company to 
operate. 

Now, we have no control over that munic- 
ipal preference which is provided in the law, 
and we are bound to carry it out. But I do not 
foresee the calamitous consequences that have 
been indicated follow from that statutory pro- 
vision. 

Mr. WiccLESwortH. You think there is a 
field for profitable operations by existing com- 
panies alongside the TVA, under the pro- 
gram? 

Mr. LiwentHav. I think there is no ques- 
tion about that. That has been the experience 
elsewhere in the country. 


Navigation on the Tennessee 


Mr. Dirksen. Would there be a possi- 
bility, in the light of whatever eventuality 
may take place down there, of changing this 

rogram to embrace low dams at a cost of 

0,000,000, as against the high dams? I think 
that Colonel Putnam testified that low dams 
would cost $30,000,000, as against a cost of 
$100,000,000 for high dams. 

Dr. ArtHur E. Morcan. Low dams on 
this stretch of the river not only would have 
no value for flood control, but they would de- 
stroy the best opportunity that has been deter- 
mined on the whole cose: river system 
for flood-control storage. This one dam 
would have more value for flood control, from 
the Tennessee on down, than the 45 dams up 
the Ohio that have been planned otherwise. 
It is a key structure for flood control, so far 
as we know the Mississippi river possibilities. 
I say, so far as we know, because up on the 
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Arkansas there is a site that might have some- 
what equal or greater value, but that has not 
been determined. That is out of the TVA ter- 
ritory entirely. But, so far as the part of the 
Mississippi from Cairo down to the mouth 
of the Arkansas is concerned, along Missouri, 
Kentucky, Arkansas, Tennessee, and northern 
Mississippi, this is the controlling structure 
that we know definitely about. If low dams 
should be built for navigation, that possibility 
for flood control would be destroyed or else 
the investment in the low dams would be 
thrown away when high dams for flood con- 
trol were eventually built. 

Mr. Dirksen. As a matter of straight fact, 
the low dams, from a navigation standpoint, 
would be infinitely better than the high dams. 

Dr. ARTHUR Morcan. I think that 


exactly the papa is true. 


Mr. Dmxsen. [| am thinking in terms of 
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the depth of the pool and the tremendous 
size of the undertaking, and it looks to me 
like you will have an immense inland ocean 
down there when you get through. 

De ArTHuR E. Morcan. Well, a rowboat 
would not be as much at home there as on a 
pond, and the little boats of 3- or 4-foot draft 
used heretofore will be out of date. There 
may be a dozen of those. One might say of 
the railroads running to the West, “This is not 
as good a place to haul a covered wagon as a 
road would be.” 

Mr. Drxsen. Your logic presupposes 
heavy navigation down there. 

Dr. ArtHUR E. MorcAn. The whole pro- 
gram does, and it would be necessary to have 
craft that fit the situation. The little 3-foot 
draft boats than can run on that river today 
would be obsolete, just as the covered wagon 
would be obsolete on a railroad track. 

Mr. Dirksen. And if you got no heavy 
traffic, of course, then your income and reve- 
nue from navigation would be exactly nil. 

Dr. ArtHUR E. Morcan. The whole navi- 
gation project is projected on the development 
of trafic. If you will not have traffic, you do 
not want navigation. In a general way, that 
low dam system would require a large num- 
ber of locks and also considerable dredging 
of the channel and protection of these dams to 
make that navigation feasible. At the same 
time, that dredging of a narrow channel re- 
sults in a very inferior type of operation. 

Mr. Drrxsen. I may say that this all 
springs from the fact that I have been 
thoroughly disappointed in the commerce that 


was generated in the 9-foot waterway in the 
Illinois river after all of the expenditures 
made by the Inland Waterways Corporation, 
in the building of terminals, and so forth. 

Dr. ArtHuR E. Morcan. That traffic on 
the Illinois river has doubled each year for 
several years. 

Mr. Dirksen. That is true, but it did not 
have to go very far to double. 

Dr. ArrHur E. Morcan. When the river 
boats get up to Chicago they have no suitable 
route to take on account of the obstruction of 
low bridges in the heavy city traffic. 

Mr. Dirksen. And that should have been 
foreseen before the expenditure of that 
money. 

Dr. ArrHur E. Morcan. The navigation 
program on the Tennessee river is about the 
first program that has foreseen conditions. 
On most of the rivers we have built slightly 
bigger than before, but not big enough to do 
any good, and then we have doned those 
structures and built them somewhat larger, 
and still not big enough to do any good. 

On the Tennessee river we have tried to see 
ahead, to see what would make a first-class 
navigation channel. It is the first such project 
in America to jump over these little “make- 
do’s” and to aim at once at an adequate chan- 
nel. To build a little inefficient channel, that 
is the kind of work that just gets in the way 
of efficiency. 

Mr. Dirksen. We envisioned ocean-going 
steamers coming up the Illinois. I have been 
a river man for many years, and I have not 
seen them yet. 





Higher Utility Rates during Boom Times 


es of utility companies dur- 
ing boom and depression periods 
should be taken into consideration in 
determining rates, and rates should be 
advanced in boom periods, is the theory 
held by Clyde O. Ruggles, professor of 
public utility management at Harvard 
Graduate School of Business Adminis- 
tration. 

Speaking at the meeting of the 
Association of Life Insurance Presi- 
dents in New York last December, he 
said: 

We must recognize that unless electric 
power utilities are to be called upon to 
make an indirect contribution to the profits 
of large industrial corporations, utility 


rates to such customers should be raised 
during boom periods. 


The basis of his contention was: 
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Liberal earnings during boom years will 
later be converted into meager earnings 
during depression years when industrial 
customers greatly curtail their consump- 
tion of power, leaving the utility company 
with much idle plant on its hands. In the 
last analysis, this is an injustice both to the 
domestic customers and to utility investors. 

Public utility regulation must avoid the 
pitfalls that have already overtaken public 
utility management; that is too high a de- 
gree of centralization. Moreover, our regu- 
lation should seek to determine fair stand- 
ards by which the results of public utili 
management can judged, and s 
standards should be unflinchingly applied 
to government and private utility oper- 
ations alike if worth while results for fu- 
ture guidance are to be obtained. 


ROFESSOR Ruggles advanced the fol- 
lowing principles for prevention of 
economic waste through competition be- 
tween public and private utility plants: 
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When the government is justified in en- 
tering a certain territory, competition 
should not be permitted between the public 
and private plants in the sale of power to 
identical markets. 

Economic waste could be avoided by a 
territorial division of the area involved; by 
the sale of government power to private 
systems for distribution; or by the pur- 
chase of existing private facilities by the 
Federal government or local government 
units. 

If the government project is to be de- 
veloped within a section already supplied 
with utility service, the existing facilities 
should be carefully invoiced and additional 
facilities provided that will supplement but 
not duplicate what is already available. 
This procedure should apply both to gener- 
ating plants and to transmission systems. 


Professor Ruggles continued: 


The private power interests have no in- 
herent right to serve the public unless they 
can offer a better and cheaper service than 
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can be provided through public Ownership 
and operation. Our public utilities do no 
exist merely to give employment to private 
operators. ... 

In the last analysis, what the public wants 
is the best service at the lowest cost con- 
sistent with such service; and the great 
mass of people will, in the long run, favor 
the plan that will accomplish just that re- 
sult. It is doubtless a fair prediction that 
the issue is likely to be decided upon con- 
crete results in given situations rather than 
upon the general application of abstract 
political theories without regard to the 
merits of particular projects. Bor this v 
reason, the public should insist that 
comparisons of results be placed upon a 
fair and honest basis so that it may pro- 
ceed with confidence with whichever plan 
deserves its support. 


Appress by Professor Clyde O. Ruggles, 
Meeting of Association of Life Insurance 
ee New York, N. Y. December 
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Bources:—Electrical World (McGraw-Hill), Committee of Utility Executives and Moody's Manval, 

It is estimated that the deficit in electrical power expansion during the last seven 

years is $3,600,000,000—at least that is the sum which the public utility industry is re- 

ported to have offered to expend on construction work “provided present obstacles are 

removed.” On the basis of past expenditures that money probably would be distributed 

for equipment as follows: 

1—Generating stations and substations. ......0.+-+0+-:. 
2—Transmission limes. .......ccccccccccceccccccceees 
3—Distribution systems. .ccccccccccccvccccccccccsccel 
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The March of 
Events 


Insists on Holding Company 
Dissolution 


RESIDENT Roosevelt on January 14th indi- 
Prated that abolition of all holding com- 
panies was his ultimate objective, adding that 
it mattered not whether they existed in the 
public utility or other fields, or whether they 
were top of intermediate concerns. He par- 
ticularly specified holding company control of 
banks and operating utility companies. 

Meanwhile, the President indicated that the 
administration had no intention of modifying 
its power policy as applied to municipally 
owned projects. He said that funds already ap- 
propriated would continue to be used for loans 
and grants for municipal projects with the 
understanding that the municipalities would 
first try to buy out existing privately owned fa- 
cilities at a fair price. Government competi- 
tion with privately owned power companies 
comprises only about 15 per cent of the area, 
population, and power production of the coun- 
try, se said. The President said there was no 
intention to ask new funds of Congress to in- 
crease this competition in the near future. 

In his discussion of the Willkie memoran- 
dum which was left with him in the latter part 
of November, the President said the adminis- 
tration could never agree to a modification of 
the “death sentence” requiring dissolution of 
all but first-degree utility holding companies 
except under certain conditions. 

The President said a lot of water had passed 
over the dam since submission of the Willkie 
memorandum. He later indicated that recent 
conferences with utility operating company ex- 
ecutives had increased his determination to 
abolish holding company control. He had been 
told, he said, of holding company insistence on 
the right to finance affairs of operating com- 
panies despite the availability of local funds. 

The President criticized what he regarded 
as an attempt by Mr. Willkie to have the pub- 
lic utility industry considered as a unit, with 
the good and not so good together. It was the 
same old story of lumping all business to- 
gether, he said, adding that the country was 
getting away from that today. 

The President accepted as true Mr. Will- 
kie’s contention that the greatest immediate 
need of the utility industry is a large flow 
of common capital for construction purposes, 
but his acceptance was limited to operating 
companies. Asked specifically whether he 
thought there was any remedy for overcapital- 
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ized utility companies other than the “wring- 
er,” the President said his recent conferences 
with operating executives had convinced him 
that this could be accomplished without harm 
in the case of operating concerns and that the 
great majority of such companies were not in 
need of any such liquidation. 

C. W. Kellogg, president of the Edison 
Electric Institute and chairman of the board 
of Engineers Public Service Company, took 
issue with President Roosevelt on the latter’s 
statement that $600,000,000 of holding com- 
pany capital controls a $13,000,000,000 public 
utility industry.” Mr. Kellogg said that the 
President’s statement was incorrect in two 
respects: first, because the $13,000,000,000 fig- 
ure includes properties not owned or controlled 


‘by holding companies, and second, because it 


gives a false impression of the balance of the 
industry. 

Sale of Commonwealth & Southern’s op- 
erating utilities in the Tennessee valley to the 
Federal government was proposed by Wendell 
L. Willkie, president, in a statement released 
for publication on January 16th. “I make this 
suggestion as a last resort in a desperate sit- 
uation,” Mr. Willkie said, declaring that as a 
result of TVA competition these properties 
are faced with either duplication, or the 
forced sale of part of their facilities, “with 
the balance rendered worthless.” 

Mr. Willkie suggested that the price at which 
the operating utilities should be taken over by 
the government be fixed by negotiation, or de- 
termined by three arbitrators, one to be named 
by the President, one by the Supreme Court, 
and one by the utility industry. President 
Roosevelt’s statement on holding companies, 
Mr. Willkie said, “points inevitably to two 
conclusions : 

“First—In extending the ‘death sentence’ to 
all holding companies in every industry, Presi- 
dent Roosevelt has done exactly what was 
predicted at the time the ‘death sentence’ in 
the public utility act was proposed. 

“Second—If the municipalities should buy 
the distribution systems of operating utilities 
(as the President proposes) but not the gen- 
eration and transmission facilities, the major 
portion of the American people’s investment 
in these operating utilities will be destroyed.” 


FPC Asks Revision 


HE Federal Power Commission, in its an- 
nual report issued on January 9th, re- 
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newed its advocacy of the principle of prudent 
investment as a basis for utility rate i 
and urged the Supreme Court to reverse the 
stand it had taken thirty-nine years ago in the 
case of Smyth v. Ames, requiring that repro- 
duction cost be considered in determining the 
present fair value of utility properties. The 
report stated: 

“The position taken by the commission is 
that if it is to be required under the Constitu- 
tion, in fixing electrical rates, to consider re- 
production cost as an essential element in the 
determination of a rate base, its administra- 
tive task will be well-nigh impossible of per- 
formance.” 

Pointing out that the growth of public util- 
ity operations in the past generation has raised 
complex administrative problems, not the 
least of which has been the evolution of an 
adequate workable rule for fixing some base 
upon which to predicate fair rates of return 
that would insure financial stability to operat- 
ing companies and provide consumers with 
efficient service at reasonable rates, the re- 
port of the commission contained the follow- 
ing statement : 

“The fact that no adequate and workable 
rule has been evolved has been due in large 
part to an interpretation placed by the Supreme 
Court upon the fair value of utility property 
for rate-making purposes, in a line of deci- 
sions starting with the case of Smyth v. Ames, 
decided in 1898.” 

The commission pointed out that there were 
about 1,511 privately owned electric utilities 
with total claimed capital assets of approxi- 
mately $17,000,000,000, of which 292 with 
total claimed capital assets of approximately 
$10,000,000,000 clearly fell within the scope of 
the Federal Power Act, and an additional 261 
of which with total claimed capital assets of 
approximately $3,000,000,000 had been classed 
as “indeterminate” in the absence of more 
exact information concerning their interstate 
character. 

Reviewing its work in the fiscal year ended 
on June 30th, last, together with additional ac- 
tivities to last December, the commission in 
its report said that nation-wide uniformity in 
electric utility accounting had been notably ad- 
vanced by the uniform system of accounts 
which it has adopted; that corporate struc- 
tures have been simplified, with a saving of 
“millions of dollars in interest” and in charges 
for service, financing, and management; that 
elimination of improper interlocking director- 
ates has resulted in a much stronger local con- 
trol of operating companies. 

Citing the record production of electricity 
for public use, the commission said that there 
was need for increased generating capacity. 
Marked progress has been made, the report 
said, in the regulation of electric utilities, 
supervision over mergers, sales, transfers of 
property, and in enforcing other measures for 
the —— of consumers, investors, and the 
public. 


Federal Policy on TVA and 
Holding Companies 


An a conference with the President on 
January 18th, David E. Lilienthal, direc. 
tor of the Tennessee Valley Authority, issued 
a statement in which he characterized as a 
“radical scheme” the proposal by Wendell L. 
Willkie, president of ‘Commonwealth & 
Southern, that the Federal government buy up 
all Commonwealth & Southern properties in 
the Tennessee valley at bry to be determined 
by an arbitration board of three to be desig- 
nated by the President, the Supreme Cour, 
and the corporation. 

He suggested that instead of carrying ona 
debate in the press, Mr. Willkie resume nego- 
tiations for the sale of the corporation’s gen- 
erating and distributing facilities to local com- 
munities. 

President Roosevelt on the same day modi- 
fied to some extent the stand he took less than 
a week previous demanding abolition of all 
holding companies. In answer to a request at 
his press conference on January 18th for his 
exact position, he declared that it would be 
silly to attempt to give a dictionary definition 
of a holding company at this time. 

A questioner had cited that, according to the 
Securities and Exchange Commission, there 
were many types and kinds of holding con- 
cerns and asked the President whether his 
abolition mandate should be considered as ap- 
plying to all of them. After remarks about 
dictionary definitions, the President said that 
such concerns were adequately defined in the 
Utility Holding Company Act. 

This answer, it was said, gave his interview- 
ers the impression that he would not attempt 
at this time in any holding company field to 
go beyond the stipulations on the subject in 
the Utility Act. 

When pressed still further for an exact 
statement of his position, the President re- 
ferred reporters to his remarks of the previous 
week, a suggestion which increased their con- 
fusion. After the press conference a steno- 
graphic copy of what the President had said 
the previous week was produced by Stephen T. 
Early, his secretary, but with a prohibition 
against quoting the transcript. 

Also on January 18th, Senator sam, New 
Hampshire Republican, assailed in the Senate 
the administration’s policy on utilities, declar- 
ing it was “blowing hot and cold” as evidet 
by the TVA making contracts with private 
interests “at the taxpayers’ expense” while 
failing to furnish a “yardstick” for small users. 

During his 2-hour speech, Senator Bri 
clashed with Senator McKellar, who defended 
the TVA’s contracts with five private com- 
panies, The Tennessean said that these con- 
tracts called for delivery of surplus power 
which could not otherwise be sold use in- 
junction suits had held up development of 
municipal distribution systems. 
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FCC Sets Rate Investigation 


HE Federal Communications Commission 
To on January 11th to make a broad 
investigation into the rates of the country’s 
major telegraph, radio, and cable companies. 
Commissioner T. A. M. Craven did not concur. 

In his dissenting opinion, Mr. Craven said 
that two inquiries were needed, one at once by 
a hearing limited to the immediate rate situa- 
tion, as the companies had petitioned that they 
were in a “highly critical” financial situation, 
and the other an extended investigation “of 
the major and more fundamental problems in- 
volved in the existing communication structure 
of the country.” 

The majority of the commission set Feb- 
ruary 14th as the date for hearing on the ap- 
plications of the companies for rate increases 
and on other matters, which Mr. Craven said 
were “not clearly specified” and would make 
for a “long-drawn-out rate case,” not meet- 
ing “the situation presented.” 

The companies petitioning for rate increases 
are Postal Telegraph-Cable Company, Mackay 
Radio & Telegraph Company of California, 
Mackay Radio & Telegraph Company of Dela- 
ware, Western Union Telegraph Company, 
and RCA Communications, Inc. 


Little TVA Bill Amended 


HE Mansfield bill proposing to set up seven 

TVA’s for the seven main river basins of 
the United States has been amended by Rep- 
resentative Mansfield to provide merely for 
investigations and studies of plans for the de- 
velopment of these waterways, eliminating the 
original proposal to give these local boards 
full authority to develop the rivers within 
their jurisdiction. 

Mr. Mansfield said he had incorporated in 
his new bill the language proposed by the con- 
gressmen from the West. It specifically rec- 
ognizes the title of the states to the water of 
nonnavigable streams within their borders, and 
removes from the bill that feature to which 
all the West had objected. 

As originally introduced, the Mansfield bill 
undertook to vest title in the Federal govern- 
ment to all water in the streams whose de- 
velopment would take place under that bill. 
With the change now made, it was said the bill 
was no longer open to this objection. 


Demands ICC Reorganization 


Guee Burton K. Wheeler of Montana last 
month accused the finance division of the 
Interstate Commerce Commission of action in 
connection with loans to railroads that vio- 
lated “common sense and the spirit of the 
law.” He demanded reorganization of the ICC 
“from within.” 

In a vigorous statement, Senator Wheeler, 
who is chairman of the Senate Committee on 
Interstate Commerce, which is investigating 
railroad financing, asserted that the ICC had 
approved loans to railroads which were in need 
of reorganization and in some cases, where 
the collateral was not adequate, thereby 
“calmly gambling on a stock market rise to 
protect the taxpayers’ money.” Mr. Wheeler 
said that a policy of keeping “a tottering road 
out of receivership” was harmful that 
Congress “never intended to pour public funds 
into the bottomless pit of badly financed rail- 
roads.” 

The finance division of the ICC comprises 
Commissioners B. H. Meyer, Claude Porter, 
and Charles Mahaffie. Senator Wheeler 
praised Commissioner Mahaffie for dissenting 
from the recent loan of $8,000,000 to the Balti- 
more & Ohio, and also for disapproving a 
$6,000,000 loan to the Erie Railroa 


Power Contracts Signed 


NTARIO’s new Gatineau, Beauharnois, and 

Maclaren-Quebec power contracts, which 
will effect a total saving of $92,657,000 duri 
their lifetime, as compared with the original 
deals, were signed by all parties concerned at 
the offices of the Ontario Hydro Commission 
on January 14th, and concurrently Hydro an- 
nounced application to Ottawa for license to 
export 120,000 horsepower. 

The commission’s application for export au- 
thority was to be made in the lar way to 
the Federal Department of T and Com- 
merce, but its disposition, as already an- 
nounced, was to await the voice of Parlia- 
ment, called to assemble last month. 

The Hydro Commission proposes to export 
between 90,000 and 110, horsepower, and 
the figure of 120,000 horsepower was said to 
be for the purpose of providing leeway in the 
event of a license being granted and more 
power being needed. 


Arizona 


Rates Cut Voluntarily 


A VOLUNTARY reduction of 10 per cent in the 
_& electric rates charged consumers in Salt 
river valley areas by the Central Arizona 
Light and Power Company became effective 
on February Ist, on power used during Janu- 
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ary. The new rate schedule was applicable to 

Phoenix, Glendale, Peoria, Buckeye, Tempe, 

Gilbert, Chandler, and other communities 

served by the utility. 

g1 Senos “—~ - the utility pe | was 
,990,000. utility company to a 

$200,000 slash without the formality of a new 
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valuation of its property or a rate hearing. 
The new rate schedule is as follows: 
Residential rates, 2 cents per day and 4 cents 
per kilowatt hour for the first 100 kilowatt 
hours, 3 cents for the next 90 kilowatt hours, 
and 2 cents for all additional kilowatt hours. 
Commercial rates, 2 cents per day and 3%o 


cents per kilowatt hour for the first 500 kilo- 
watt hours, 3 cents for the next 1,000 kilowatt 
hours, and 14 cents per kilowatt hour for ajj 
additional electricity. 

The state corporation commission ordered a 
similar reduction in 1934, following a valuation 
of the utility’s property. 


Arkansas 


Rural Co-ops Ask Permits 


HREE rural electrification codperatives 

filed applications with the state utilities 
commission on January 7th asking authority to 
construct a total of 550 miles of rural power 
lines in 13 counties at an estimated cost of 
$505,000, financed by REA loans. 

The Arkansas Valley Codperative Corpora- 
tion, which will have headquarters at Ozark, 
Franklin county, asked permission to build and 
operate 187 miles of line serving all of Logan 
county and parts of Crawford, Franklin, and 
Johnson counties. Cost of the project was 
estimated at $165,000 and estimated annual 
revenue was placed at $27,500. The corporation 
plans to build 300 additional miles of lines 
costing about $300,000. 

Craighead Electric Codperative Corpora- 
tion, which has offices at Jonesboro, asked au- 
thority to construct 207 miles of power lines 
at a cost of about $200,000 to serve portions of 
Craighead, Greene, and Poinsett counties. An- 
nual revenue was estimated at $25,000. About 
200 additional miles of lines to cost nearly 
$200,000 are planned. 

The Southwest Arkansas Electric Codpera- 
tive Corporation, offices of which will be in 
Texarkana, requested permission to build 156 
miles of lines at a cost of $140,000 to serve 
Miller, Hempstead, Lafayette, Columbia, Ne- 
vada, and parts of Howard county. Annual 
revenue was estimated at $28,000. The corpora- 
tion plans to add about 600 miles of lines to 
its system at a cost of approximately $600,000, 
if additional REA loans can be obtained. 


First Gas Rate Cut Ordered 


gi HE Arkansas Louisiana Gas Company on 
January 14th was ordered to revise its rate 
schedules to effect a total saving of $13,000 
annually to certain commercial customers in 
Greater Little Rock by the state utilities com- 
mission. The commission set January 28th for 
hearing objections to an order that the com- 
pany adopt immediately a temporary rate 
schedule for all consumers, pending report of 
an investigation into the company’s capital 
structure and earnings which was begun in 
1935. If the schedules are put into effect, any 
reductions resulting from the investigation 
would be retroactive to January 28th 
Commission members said the 
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would benefit about 60 per cent of the ap- 
proximately 1,900 commercial customers in 
Little Rock, North Little Rock, and Lewy, 
who are rated on Schedules 2 and 2A, 

The new schedule would eliminate the sery- 
ice charge. Under it rates would be: $1.50 for 
the first 1,000 cubic feet or less per month; 50 
cents per 1,000 cubic feet for the next 49,000 
cubic feet per month; 40 cents for the next 
50,000 cubic feet per month; 30 cents per 1,000 
cubic feet for the next 100,000 cubic feet per 
month; 25 cents per 1,000 feet for the next 
800,000 cubic feet per month, and 21 cents per 
1,000 cubic feet for all over 1,000,000 cubic 
feet used per month. 


Hope for Plants Seen 


R. Watson, vice president and general 
® manager of the Arkansas Utilities Com- 
pany recently stated that plans were under 
way for a second vote on a municipal electric 
power plant at Paragould. He said that peti- 
tions, which must be signed by 15 per cent of 
the voters in the last election, were being dis- 
tributed, seeking to place the issue on the ballot 
in the city election in April. 

The Federal government, whose assistance 
in such projects was upheld by the United 
States Supreme Court early last month, would 
grant $90,000 for labor and would buy $100; 
000 worth of 4 per cent bonds to cover the cost 
of construction. 

State Senator Jeff Bratton, who as city at- 
torney represented the city in the litigation 
that marked early efforts to procure the plant, 
declared that such an election was not neces- 
sary. He said that the favorable vote in 1933 
provided all necessary legal power, in view of 
the Supreme Court’s recent decision. Mr. 
Watson said his company believed an election 
wise, due to the fact that the first election was 
held five years ago. 

The court’s decision also was said to be of 
importance to El Dorado. An application for 
a PWaA-sponsored municipal power plant in 
that city had been approved when the suits 
by the two private utility companies protesting 
the government program of grants and loans 
to municipal power enterprises held up the 
Federal program. Mayor Crosley said he 
hoped to reopen the matter. 

As approved June 17, 1936, the El Dorado 
power plant project calls for a total expendi- 
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ture of $663,000. Of this $365,000 was to be a 
loan from the government with the government 
buying long-term, low-interest-bearing bonds 
for that amount, and $298,000 was to be a 
grant. If funds become available for the proj- 
ect, only a favorable vote of the people would 
be necessary to start construction. 


Fixes Policy on Records 


HE state utilities commission announced 

last month that it would require utility 
companies to reveal parts of their financial 
records needed by municipalities desiring to 
purchase the utility properties, provided in- 
formation sought by a city was set out defi- 
nitely in a petition to the commission after a 
city council had voted to attempt the purchase. 


This statement of policy was made by Chair- 
man Thomas Fitzhugh during a discussion be- 
tween representatives of the city of Tex- 
arkana, representatives of the Texarkana 
Water Corporation, and commission members 
on the corporation’s refusal to reveal its rec- 
ords to representatives of the city, which was 
considering purchasing the water system. The 
information sought was necessary for the city 
to determine feasibility of making the pur- 
chase, it was said. 

Joe G. Wood, manager of the water corpora- 
tion, said the move to purchase the utility 
properties was being pushed by a bond house 
and that “a majority of Texarkana citizens 
are not behind it.” W. H. Arnold and Richard 
L. Arnold, lawyers for the corporation, said 
it did not desire to sell its water properties. 


Florida 


Rate Case Bribe Offer 


WwW" criticism for any “secret dealings by 
constituted authority in charge of a pub- 
lic interest,” Circuit Judge Paul D. Barns im- 
paneled a special grand jury on January 17th 
to investigate the Miami city administration. 

State Attorney George A. Worley had out- 
lined a number of matters for the jury’s atten- 
tion but Judge Barns,’in his charge, referred 
directly only to a charge by Bryan C. Hanks, 
president of the Florida Power and Light 
Company, that a city representative solicited a 
$250,000 bribe for settlement of a rate case. 
The court said : 


“Whatever be the truth, it is well that it be 
determined and the innocent be exonerated and 
the guilty ones exposed. There need be little 
or no secret dealings by constituted authority 
in charge of a public interest and any one 
acting with authority ought to be able to suf- 
ficiently vouch for such pretended agency, or it 
should be determined by you whether or not 
there has been any attempt of a fraudulent 
imposition.” 

The judge emphasized to the jurors that 
their proceedings must be secret. 

Mayor Robert R. Williams assailed Mr. 
Hank’s charges as an attempt to coerce the 
city commission into settling the rate case. 


Illinois 


Management Arrangement 
Orders 


pan Judge William H. Holly early last 
month approved an arrangement under 
which the supervision of operating and man- 
agement activities of the Utilities Power and 
Light Corporation was turned over to the 
newly organized Central Service Corporation 
for an annual fee of $405,215. 


The Service Corporation is headed by 
Daniel C. Green, former receiver of the old 
Middle West Utilities Company, and president 
of the successor Middle West Corporation 
until a short time ago. 

Utilities Power will continue to. operate 
nominally as a holding company, but most of 
the management functions will be vested in 
Central Service, which will keep the books and 
records and perform other activities for the 
parent concern, 


lowa 


Utility Audit Filed 


A audit and appraisal of the Fort Dodge 
Gas and Electric Company, ordered last 


summer following verbal challenges of the 
policies of the utility, were filed with the city 
council last month by Black and Veatch, Kan- 
sas City, Mo., municipal engineers. 
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The report declared the company as a whole 
was not receiving an excessive return but that 
the returns of various departments appeared 
too unbalanced. The report set forth that the 
utility firm earned 8.78 per cent on its electric 
operations in Fort Dodge but lost money on 
electric sales outside the city. 

The city council accepted the report, which, 
with an appraisal of the municipal water de- 
partment, cost $11,000. Findings of the audit 
and appraisal are to be used in future rate 
negotiations with the utility firm. 

The appraisal put a valuation of $4,048,484 


on the gas and electric com S properties 
exclusive of its gas plant in or 
electric properties were valued at $2,009,841 
electric properties in five nearby towns where 
the company supplies service at $743,517, and 
the gas properties at $1,295,126. 

The company had gross operating revenues 
of $838,200 in 1936, the audit revealed. Its net 
return was 5.11 per cent, but it earned 878 
per cent on its electric operations in Fort 
Dodge. Gas earnings were 2.4 per cent, and 
the company lost money on electric sales out- 
side Fort Dodge, the report said. 


Kansas 


Phone Merger Authorized 


| Fyre E. Blincoe, chairman of the state 
corporation commission, on January 15th 
announced that the commission had authorized 
the Southwestern Bell Telephone Company to 
take over all of the property of the United 
Telephone Company and the property of the 
Scandia Telephone Company in Kansas. The 
transfer includes both exchange and toll prop- 
erties of the two corporations. 


Included in the transfer were 55 exchanges 
and many miles of toll lines, located in northern 
and western Kansas. It was understood that 
formal transfer would be made immediately 
upon filing of the commission’s approval. The 
merging of the communication systems placed 
a number of important new stations in South- 
western Bell Telephone Company territory 
and the transfer was said to be one of the 
largest public utility deals in Kansas in many 
years. 


Kentucky 


Considers New Rates 


HE city of Louisville recently began prepa- 

rations to consider new gas and electric 
rates with the state public service commission 
by appointing T. A. Ballantine, of the city’s 
legal staff, as special counsel to assist Curtis 
A. Webb, head of the Municipal Bureau of 
Research and Service. 

The rates expire July 1st, according to the 
ordinance passed June 24, 1936. The question 
of rates was not likely to prove as complicated 
as it was in 1936, it was said, because the bu- 
reau has been keeping a continuous inventory 
of the company’s properties. 


One of the phases of the rate question to be 
taken up at the preliminary conferences was 
whether it would be to the advantage of the 
consumers to seek a set of electric rates en- 
tirely independent of gas rates, and to let the 
gas rates stand “on their own feet.” The 
present gas rates yield the company only 3 per 
cent on a valuation of about $14,000,000. The 
electric rates yield about 9 per cent on a valua- 
tion of approximately $24,000,000. 

To let each earn 6 per cent would result in- 
evitably in a higher gas and a lowered electric 
rate, it was explained, and compel gas not onl 
to compete with other fuels, but also wi 
electricity. 


Louisiana 


Rate Charges Reduced 


R= charges for electricity at Shreveport 
and its environs and for gas in central 
Louisiana were ordered reduced on January 
14th by the state public service commission. 
The commission ordered the Southwestern 
Gas and Electric Company to scale down its 
rate schedule for electricity to effect an annual 
saving of $135,000 in Shreveport and surround- 


FEB. 3, 1938 


ing territory served by the company. Gas rates 
charged consumers by the Pineville Gas Com- 
pany, Southern Gas Line, Inc., and Columbia 
Gas Company were ordered reduced by 20 per 
cent. 

The commission did not specify how the 
Southwestern Gas and Electric Company was 
to reduce its electric rates, merely stipulating 
that a reduction of that amount be 
made, effective with billings on and after 
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March Ist. The new electric rate schedule for 
the Shreveport area would be drawn up by 
the company in collaboration with commission 
experts, it was said. ; 

The commission did not offer an estimate of 
the savings which would be effected by reduc- 
ing rates charged by the three central Louisi- 
ana gas distributing utilities, other than to say 
the new rates would be approximately 20 per 
cent less than the old rates. 


New gas rates will be 60 cents per thousand 
cubic feet of gas, with consumers living out- 
side of Pineville eligible for an additional 5- 
cent deduction, or 55 cents per thousand cubic 
feet, for payment of bills within ten days. A 
service charge of 35 cents per meter was 
eliminated entirely and monthly minimum bills 
were reduced from $1.50 and $2 to a uniform 
$1 minimum, The new gas rates were ordered 
effective on and after February Ist. 


* 
Michigan 


Denies Tax Report Extension 


HE state tax commission warned public 
Tt oa companies last month that there 
would be no general extension of the deadline 
for filing annual reports February 15th. The 
penalty for delay is $500 a day. ; 

John N. Fegan said some exceptions might 
be made “where a company can prove that it 
is physically impossible to prepare the report 
before the deadline.” 

The tax, payable June Ist, yielded $8,634,165 
last year. It applies to railroads, union depots, 
express companies, telephone and telegraph 
companies, and other utilities. Most of the 
revenue is paid into the primary school fund, 
it was said. 


Keeps Gas Control 


| gates! Attorney General John H. Brennan 
ruled last month that the state public utili- 
ties commission retained its authority to con- 
trol natural gas production, despite the state 
legislature’s action in creating within the Con- 
— Department a “supervisor of gas 
wells.” 

A companion bill which would have taken 
away the utilities commission’s authority over 
gas production failed to pass the legislature. 

Brennan said in his ruling that the overlap- 
ping duties “should be adjusted between the 
two departments in favor of the public utilities 
commission, the original administrative agency 
in the field of natural gas.” 


Nebraska 


Sound Reserves Proposed 


J D. Ross of Seattle, appraiser for Ne- 
* braska’s federally financed hydroelectric 
projects in their proposed $100,000,000 acquisi- 
tion of all private power companies in the 
state, recommended recently the establishment 
of a “sound policy of setting up adequate re- 
serves from earned surplus” and definite pro- 
visions for working capital. 

The suggestions were contained in a lengthy 
“second interim report” which was presented 
to and discussed by the Loup river public 
power district directors at a meeting in Colum- 
bus on January 7th. Copies of the reports also 
were submitted by Ross to officials of the other 
two projects in the proposed acquisition—the 
central Nebraska (Tri-County), and the Platte 
valley public power and irrigation district. 

Under the contemplated purchase plan, east- 
ern bankers would furnish the three public 
districts with sufficient revenue for the ac- 
quisitions through 30-year bond issues, to be 
sold by the financiers at a discount not to ex- 
ceed 5 per cent. Guy C. Myers, of New York, 
fiscal agent for the districts, would receive 24 
per cent of the total purchase price for his part 
in the negotiations, it was said. 
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Ross said a sound policy concerning reserves 
would be the setting up of at least 20 per cent 
of the gross revenues for “actual maintenance 
expenses or cash in reserve to guarantee re- 
placements when needed, and retirement of in- 
debtedness or cash in reserve to guarantee 
retirement of debt.” 

As to working capital, the appraiser recom- 
mended the current assets be twice as much 
as the current liabilities, and preferably two 
and a half times as much. 

Mr. Ross also suggested that the Tri- 
County project offer $898,000 for the Southern 
Nebraska Power Company, and also seek to 
acquire the southern portion of the central 
division of the Western Public Service Com- 
pany. The Western Public Service portion 
mentioned by Ross consists of about 20 
cent of that concern’s facilities, and lies within 
the Tri-County area. The balance of the pri- 
vate company’s facilities are in the Platte val- 
ley district’s territory. Ross recommended a 
bond issue of $2,103,000 in utility revenue 
bonds for the proposed double purchase. 

For the Southern Nebraska Power Com- 
pany purchase alone he suggested an issue of 
$1,153,000, the difference between that figure 
and $898,000 to be used for paying Mr, Myer’s 
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fee, and for working cash, normal plant better- 
ments, extraordinary expenditures, and bo 
discounts. 

Injunctions blocking development of the 
three power projects were dismissed in the 
U. S. District Court on January 14th on the 
basis of the recent Supreme Court ruling vali- 


dating Public Works Administration loans for 


power projects. Private utilities involved in 
the suits were the Iowa-Nebraska Light & 
Power Company, Western Public Service 
Company, Central Power Company, Nebraska 
Power Company, and Northwestern Public 
Service Company. 


Hook-up Ruled Out 


HE city of Lincoln, under its charter, is 

without power to accept the proposal of 
the Loup river public power district for a 
hook-up, on interchangeable basis, of the local 
power plant with the district’s big substation 
to be erected west of West Lincoln. This opin- 
ion, addressed to the city council, was dictated 
recently by City Attorney Wilson. It carried 
his signature and that of Deputy Attorney 
Miles. 

If the people desire to broaden the scope of 
their charter, it was said to be clearly up to 
them as evident from this paragraph: 

“Tt would therefore seem entirely clear that 
the people of Lincoln should have, and by their 
own home rule charter do have, the exclusive 
right to decide for themselves the manner and 
extent of the operation of the public utility 
owned and operated by the city.” 


¥ 


Under the opinion, it was said, the present 
limitation apparently applied both to i 
and selling of current. Charter provisions 
were presented by the attorneys to show that 
operation of the plant was restricted to service 
to inhabitants of the city and those living with- 
in 10 miles of the municipal limits, at- 
torneys concluded that the council could not 
sell power to any purchaser, even within the 
city or within the 10 miles, for distribution to 
consumers beyond such limit. 


Court Upholds Franchise 


ye Southern Nebraska Power Company 
recently won the right in the state supreme 
court to continue operating its electric distribu- 
tion system in the village of Deshler. The hi 
tribunal vacated a mandatory injunction of 
Thayer county district court ordering the 
power company to remove all of its equipment, 
which the village obtained on the ground that 
a “purported franchise ordinance” was invalid, 

Justice Carter held in the unanimous opinion 
that the so-called franchise ordinance was void 
because its title was not broad enough, but 
concluded the village was sath | from 
claiming invalidity under the doctrine of laches 
(failure to act). 

The village operates a plant of its own, it 
was said, and desired to rid itself of the com- 
pany’s competition. The court said the village 
may not question the validity of an ordinance 
on the ground that it was not legally adopted 
when it would prejudice the rights of those 
against whom its invalidity was asserted. 


Ohio 


Rate Increase Turned Down 


—s Ohio Fuel Gas Company’s appeal for 
a uniform gas rate of 55 cents in Columbus 
pending the outcome of litigation testing the 
validity of the 48-cent rate ordinance was 
denied last month by the state utilities com- 
mission. Action of the state body was said to 
mean that 20,000 customers of the old Federal 
Gas Company would continue paying the 48- 
cent rate. 

Request of the gas company that the com- 
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mission order a uniform local rate of 55 cents 
for Federal Gas Company consumers was 
denied on the ground that the commission was 
without authority to permit higher rates. 
The Ohio Fuel Gas Company maintained 
that the 20,000 customers of the old Federal 
Company should pay 55 cents along with the 
60,000 consumers of the Columbus Gas Com- 
pany, the difference between the 48 and 55- 
cent rates being placed under bond 
outcome of litigation testing the validity of the 
48-cent rate passed by the city council in 1934. 


Pennsylvania 


Toll Reduction Approved 


ye state public utility commission last 
month approved an order directing the Bell 
Telephone Company of Pennsylvania to make 
its long-distance interstate rates conform to 
those of the American Telephone and Tele- 
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graph Company, which are now in effect. 
The order means elimination of a $600,000 
rate differential between the Pennsylvania 
utility and the A. T. & T. All toll calls in ex- 
cess of 10 cents were affected in the order. 
Last May 18th the state commission ci 
the Bell Company to show cause why its inter- 
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state toll rates should not conform to those of 
the American Telephone and Telegraph. 
Numerous hearings followed and the commis- 
sion order was based on evidence produced at 
the hearing sessions. 


Philadelphia Gas Lease 


HE state supreme court on January 6th 
T bbtted a temporary halt to all hostilities in 
the battle over Philadelphia’s city-owned gas 
works, Chief Justice John W. Kephart sent 
the petition of the United Gas Improvement 
Company for an injunction against Mayor Wil- 
son to Common Pleas Court No. 4 for a deter- 
mination of the facts in the case. 

At the same time, Kephart announced the 
restraining order of December 31st preventing 
the seizure of the plant by the mayor would 
continue until the lower court makes a deci- 
sion. 

The ruling kept United Gas Improvement 
in possession of the plant under the terms of 
the old lease, which expired December 31st, 
and prevented everyone concerned from bring- 


ing any legal action for the time being. Justice 
Kephart’s order also had the effect of setting 
aside the new lease, passed by the city council 
over the mayor’s veto on December 29th, until 
the case is disposed of by Judge Thomas D. 
Finletter in No. 4 court. Judge Finletter has 
set February 21st for hearing arguments in the 
case. 

The chief point to be determined is the 
amount owed by the city to U.G.I. as of mid- 
night December 31st. The U.G.I. claimed the 
amount was about $2,000,000. The mayor 
claimed the city owed nothing. 

The state public utility commission an- 
nounced at Harrisburg early last month that 
it could not consider the new U.G.I. lease of 
the city-owned gas works, ruling that since the 
agreement had not been signed by Mayor Wil- 
son it did not constitute an executed agreement 
and therefore the commission had nothing be- 
fore it within the provisions of the public 
utility law. On the same grounds, the commis- 
sion also refused Mayor Wilson’s request to 
investigate the conditions surrounding draft- 
ing of the lease. 


Tennessee 


Utility Wins Franchise Fight 


T= city of Chattanooga lost in the state 
supreme court on January 15th in its at- 
tempt to revoke the Tennessee Electric Power 
Company’s franchise. In announcing the Chat- 
tanooga decision, Associate Justice D. W. De- 
Haven said : 

“The city, having consented to the occupa- 
tion of its streets by the company, for an un- 
limited time, the company is in lawful occu- 
pation of the streets, and this right cannot be 
terminated by the city.” 

Chattanooga, seeking TVA power, had 
asked a judicial definition of the company’s 
franchise rights. The city contended it had 
authority to revoke the utility’s franchise 
privileges at its pleasure. Contending that the 
city was trying to destroy “between $25,000,000 
and $30,000,000” of utility property, the com- 
pany’s attorneys retorted that the franchise 
privileges were not only valid but were per- 
petual so long as the corporation supplied sat- 
isfactory service. 


Council Votes Bonds 


N office less than two weeks, the new Knox- 

ville city council on January 10th, on 
recommendation of Mayor W. W. Mynatt, 
voted to increase Knoxville’s bonded indebted- 
ness by $1,460,000. The council voted unani- 
mously for an emergency resolution calling 
for issuance of that amount of 4 per cent 
bonds to finance construction of a proposed 
municipal power distribution system, the 
bonds to be sold to the PWA. 

After the meeting, Mayor Mynatt said the 
vote was taken only in order that he might 
apply at once to the PWA at Washington to 
release the remaining $2,300,000 of a $2,600,- 
000 loan-grant earmarked for the city’s power 
system in 1934. 

Asked if issuance of all the remainder of 
the bonds—issuance of $540,000 worth was ap- 
proved some time ago—indicated he planned 
to attempt the power system all together in- 
stead of by units, the mayor said that had not 
been worked out yet. 


Texas 


Colorado River Power 


r= Worth was reported last month by 
City Manager Dudley Lewis to be ready 
to buy 10,000,000 kilowatt hours of electricity 
annually from the Colorado River Authority 
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to be used for street lighting and operating 
city institutions. 

Plans for gaining finances from the PWA 
for a city-wide municipal distributing system 
to bring cheap electricity to home owners 
were said to be under way. Mayor W. J. 
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Hammond was said to have been informed 
that a Federal fund of $33,000,000 was avail- 
able for such financing. A local distribution 
system would cost $3,000,000, Lewis said. 


FPC Announces Investigation 


HE Federal Power Commission recently 

announced that not later than the first 
week in February it would begin an investi- 
gation of the hydraulics and hydroelectric 
power possibilities of the Possum Kingdom 
reservoir project of the Brazos river con- 
servation and reclamation district, on the 
Brazos river near Mineral Wells. 


The investigation to be undertaken by the 
commission would include a careful review of 
such hydrological and hydraulic studies as 
have already been made, and will utilize the 
results of such studies, so far as practicable, 
thus avoiding any possible duplication of 
work. Very careful consideration will be 
given to the district’s water requirements for 
purposes other than power development under 
the law of Texas, and particularly to the effect 
of such requirements on the amount and 
characteristics of the power that would be 
available under such conditions and require. 
ments. The investigation will be completed 
about March 15th. 


West Virginia 


Commission Granted Injunction 


oo state supreme court on January 11th 
called a temporary halt on plans of the 
Hardy County Light and Power Association 
to complete its rural electrification project. 
An injunction was granted the state public 
service commission, which contends the codp- 
erative is a public utility and should not 
allowed to operate until it is granted a certifi- 
cate of convenience and necessity. 

The case was sent back to Hardy county, 
where arguments were to be heard on a perma- 
nent injunction. Circuit Judge Harlan M. 
Calhoun refused a temporary restraining 
order last December, after which the case was 
taken to the supreme court. After the Hardy 
county decision, the case may be appealed if 
the contesting parties desire. 

Attorney General Clarence W. Meadows, 


representing the commission, declared the co- 
Operative, financed by the Federal Rural Elec- 
trification Administration, was scheming to 
evade the law with its claim that only members 
would be served and the general public would 
have no interest in the power association. 


REA Backs Plea 


T= Harrison county power cooperative, 
seeking a certificate of convenience from 
the state public service commission, was 
backed up in its plea on January 5th by its 
sponsor, the Federal Rural Electrification 
Administration. The codperative, although 
still contending it is not a public utility subject 
to regulation, had asked for a certificate. 
The REA, through its general counsel, 
said it had already loaned the codperative 
$63,238.66 and was ready to lend up to $326,000. 


Wisconsin 
“Little TVA” Barred 


HE Wisconsin Development Authority— 


Governor La Follette’s “Littlke TVA’— 
= in the state supreme court on January 
The court held that the 1937 state legisla- 
ture illegally delegated sovereign govern- 
mental power to the privately controlled cor- 
poration by completely abdicating to it respon- 
sibilities which can be vested only in public 
officials. 

Governor La Follette said the decision killed 
plans to set up a Wisconsin Agriculture Au- 
thority, authorized in 1937 to promote sale of 
Wisconsin farm products. He also said the 
ruling raised serious questions concerning the 
validity of state and county allotments to Such 
quasi-public organizations as county fair soci- 
eties, patriotic orders, and various farm 


groups. Aside from the $130,000 biennial ap- 
propriation for WDA, which reverts to the 
state’s general fund, the decision may affect 
annual grants totaling nearly $350,000. 

WDA had power to engage in the actual 
purchase and operation of publicly owned 
utility plants. Governor La Follette, who con- 
ceived it, maintained that its primary objective 
was to assist municipalities in utility acquisi- 
tion cases and promote the Federal rural elec- 
trification program. It was a private, non- 
stock, nonprofit organization. 

Justice Oscar M. Fritz, who wrote the 
supreme court’s unanimous opinion, decla1 
that WDA’s members were not state officials 
chosen by the electors or appointed by any 
officer of the state, that its membership was 
not open to the public, and that in exercising 
its functions it had free rein to do what it 
pleased without interference from the state. 
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The Latest 
Utility Rulings 


TVA Program Upheld 


ENNESSEE Valley Authority compe- 
bose nm with private power com- 
panies was upheld as “lawful” by a three- 
judge Federal court at Chattanooga on 
January 21st. The court dismissed an in- 
junction suit by 18 utilities which chal- 
lenged the constitutionality of the TVA 
Act on grounds that the Authority’s low 
rates would destroy them, rendering 
property wortiicss without just com- 
pensation. 

The ruling said “these complainants 
have no immunity from lawful competi- 
tion, even if their business be curtailed 
or destroyed.” 

Presiding Judge Florence Allen of the 
Sixth Circuit Court of Appeals read the 
8,000-word decision which closed a hear- 
ing begun last November 15th. Other 
members of the court were Federal Dis- 
trict Judges John J. Gore and John D. 
Martin of Tennessee. The court said a 
decree would be entered “denying the in- 
junction sought, dismissing the bill of 
complaint, and taxing costs against the 
complainants.” Most of them are subsidi- 
aries of The Commonwealth & Southern 
Corporation and Electric Bond and Share 
Company, operating within 250 miles of 
TVA dams on the Tennessee river and 
its tributaries. The court summarized : 


We conclude that, since none of the com- 
plainants claims to operate under an ex- 
clusive franchise, no fraud, malice, coer- 
cion, or conspiracy exists: since the Au- 
thority is not exceeding its statutory powers 
and since the statute is constitutional, the 
enna with these complainants is law- 
ul. 

It follows that the holding in Alabama 
Power Company v. Ickes, (recently decided 
in the United States Supreme Court) 
squarely applies, 


James Lawrence Fly, chief counsel of 
TVA, said the decision was “‘a milestone 
in the conservation movement.” 
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Utility attorneys announced that a 
direct appeal would be taken to the Su- 
preme Court. 

The court ruled that the TVA did not 
conspire to destroy the utilities, to com- 
pete illegally or to coerce the power com- 
panies to sell their properties at distress 
figures. It also held that municipalities 
were not coerced into buying TVA 
power. 

Concerning the Federal agency’s com- 
agg with private utilities, the decision 
said : 


The attempt to show that the Authority 
has endeavored to persuade complainants’ 
customers to breach their existing contracts 
for purchase of power from complainants 
has totally failed. In every case where a 
customer of the complainants has been lost 
to the Authority, the cause has been not 
unlawful competition but the lawful al- 
lurement of substantially lower prices. 

No fraudulent attempt has been made to 
secure complainants’ markets. Whatever 
compulsion exists is the inevitable compul- 
sion exercised by the fact that a competitor 
sells at lower rates than complainants. 


The decision continued : “Facts do not 
establish a conspiracy between the TVA 
and PWA,” and added: 


The acts done by the officials of the PWA, 
in codperation with the officials of the TVA, 
as shown by this record, were done with 
the intent to carry out provisions of the 
PWA statute; the acts done by the TVA 
were done with the intent to carry out the 
TVA statute. 


As to coercion of municipalities and 
coéperatives, the opinion asserted : 


These cities and codperatives were free 
to obtain information and counsel from 
any source. In each case the decision of the 
municipality involved was made either by 
the citizens at election, or by its duly elected 
officers. 


Navigation and flood control drew the 
comment : 
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The overwhelming weight of testimony 
supports defendant’s contention that the 
mandatory provision of the statute that 
navigation and flood control be given pri- 
mary consideration is at all times scrupu- 


lously followed and that the statute ; 
neither violated or exceeded. f 


Tennessee Electric Power Co, et al. v, 
Tennessee Valley Authority et al. 


e 


Cost of Motor Truck Service 


HE value of services actually ren- 
dered should be included as part of 
operating costs although no cash trans- 
action is involved, according to an opinion 
by the California commission. The com- 
mission made this ruling in determining 
what a highway carrier’s rates should be. 
No allowance had been made for the 
carrier’s managerial services or for the 
service of his wife as bookkeeper, on the 
theory that no disbursement was actually 
made on those accounts. The commission, 
however, said that it was apparent that 
there was a cost which must be recog- 
nized. The time of the carrier and his 
wife which was devoted to the business 
could have been profitably employed 


otherwise and there was thus an actual 
expense sustained. 

Criticism was also made by the com- 
mission as to the method of apportioning 
fixed costs. The commission made the 
following statement : 

Applicant was further in error in dividing 
the annual fixed costs per truck by the num- 
ber of hours the trucks operated on a par- 
ticular job to obtain the hourly cost for the 
job. While it is proper to deal with variable 
costs in that manner, hourly fixed costs 
should be based upon the total number of 
hours of productive operation of all trucks 
during the annual period. 

Re Rock and Gravel Trucking Co. (De- 
cision No. 29990, Application No. 
21240). 


e 


Confiscation Question Must Be Determined 
in Suit against Rate Order 


N injunction granted by a Federal 
district court of three judges to re- 
strain the enforcement of a rate reduc- 
tion order of the California commission 
was reversed by the United States 
Supreme Court and the cause remanded 
for further proceedings. The error of 
the lower court was its failure to deter- 
mine the question whether the rate order 
was confiscatory. It had granted the in- 
junction on the ground that due process 
was denied by reason of the failure of 
the commission to consider present 
prices in determining the property value. 
The Supreme Court concluded, from 
reading the opinion of the commission, 
that the commission had actually received 
evidence of reproduction cost as well as 
historical cost and, exercising its right 
to determine the probative force of re- 
production cost estimates, had concluded 
that the company’s estimates were with- 
out positive value. Mr. Justice Hughes, 


speaking for the court, with reference to 
estimates of present prices as presented 
by the utility company, said: 


The commission compared them with 
other evidence and found the estimates to 
be erroneous. It found that 80 per cent of 
the property had been constructed in the 
prior “high priced period” and the commis- 
sion thought it inconceivable that the 

roperty could not be reproduced “for a 
esser cost under -prices prevailing in the 
first six months of 1933.” These statements 
not only do not suggest but definitely rebut 
an inference of arbitrary action. ; 

There is no principle of due process which 
requires the rate-making y to base its 
decision as to value, or anything else, upon 
conjectural and unsatisfactory estimates. 


The court, it was said, has frequently 
held that historical cost is admissible 
evidence of value, and while cost of re- 
producing the property is a relevant fac- 
tor which should have appropriate con- 
sideration, the court has been careful to 
point out that it has not decided “that 
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the cost of reproduction furnishes an 
exclusive test” and in that relation has 
emphasized the danger in resting con- 
clusions upon “estimates of a conjectural 
character.” 

A contention that the commission had 
failed to find the fair value of the 
property, it was said, presented substan- 
tially the same question in another form. 
The commission had found what it con- 
sidered to be the “rate base.” The opinion 
of the court continued with the following 
statement : 

The import of its opinion is that the rate 
base represented the commission’s conclu- 
sion as to the value which should be placed 
upon respondent’s property for the purpose 
of fixing rates. It was upon that valuation 
that the commission distinctly rules that the 
rates it established would “assure the com- 
pany a fair return on its properties.” Re- 
spondent was entitled to contest the value 
thus placed upon its properties, or any part 
of them, to insist that the value taken as the 
rate base was too low, and that in conse- 


quence the prescribed rates were con- 
fiscatory. That was the issue upon which 
the court below should have passed. But 
respondent cannot successfully contend that 
it was not heard by the commission, that 
the evidence respondent offered was not re- 
ceived and considered, and its competency 
and weight determined by the commission, 
or that the commission did not place its 
valuation upon the property and fix the 
rates upon the basis of that valuation. 


Since the company was in a Federal 
court complaining of the constitutional 
invalidity of state-made rates, the com- 
pany, it was held, had the burden of 
showing invalidity by convincing proof. 
As the main issue in the litigation was 
whether the rates as fixed by the commis- 
sion’s order were confiscatory, which 
question the district court did not deter- 
mine, the cause was remanded so that 
that determination might be made. Rail- 
road Commission of California et al. v. 
Pacific Gas & Electric Co. (No. 804). 


Conditions in Local Consent 


te. New York commission, in grant- 
ing authority for substitution of 
motor bus service for street car service, 
refused to recognize a condition included 
in the consent granted by the city of 
Buffalo. This condition attempted to limit 
operations outside of the city. Commis- 
sioner Burritt made the statement quoted 
below : 


It is of course a fact that §50-a of the 
Public Service Law provides that consent 
for the substitution of busses for trolleys 
“may contain such terms and conditions as 
such local authorities may deem to the best 
interest of any such town or village.” How- 


ever, the authorization of the city to insert 
terms and conditions in a franchise must 
refer to operation within the city. 

In my opinion, the city of Buffalo has no 
authority to regulate the particular streets 
and avenues over which an omnibus line will 
be operated outside of the city of Buffalo. 
Since this is so, the condition in the Buffalo 
consent which seeks to control the route 
outside the city is nugatory and need not be 
considered by the commission in issuing its 
certificate of convenience and necessity. 
(People ex rel. South Shore Traction Co. v. 
Wilcox, 196 N. Y. 212.) 


Re International Railway (Case No. 
8981). 


Reproduction Cost Rejected As Basis for Rates 


Ts Utah commission ordered a rate 
reduction amounting to more than 
$348,000 a year in the case of the Utah 
Power & Light Company. The only evi- 
dence of value produced by the company 
was reproduction cost but the commis- 
sion, in order to avoid delays for the tak- 
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ing of additional evidence, determined 
reproduction cost new less observed de- 
preciation and then said: 


There are a great many different values 
that can be put on property for different 
purposes and different kinds and the com- 
mission does not consider “value” and “rate 
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base” to be synonymous. Therefore, the 
commission rejects this figure as a proper 
rate base. The commission is not convinced 
that the reproduction theory should be the 
only means used in arriving at the rate base 
upon which any utility should be entitled 
to earn a fair return, and which consumers 
might be obligated to sustain by the charges 
made for service rendered by the company 
through the use of the properties under con- 
sideration. This commission, therefore, 
does not concede that the value arrived at 
by strict adherence to the reproduction 
method constitutes a proper basis for the 
fixing of rates in the instant case or in any 
case. 

The rate changes hereinafter ordered are 
not predicated upon this value. 


The commission said that its primary 
objective was to secure for the people of 
Utah the lowest rate for electric service 
together with such provisions in rate 


schedules as would allow most convenient 
use. Consistent with this objective the 
commission was likewise concerned with 
the quality of service and incentives for 
the utility companies to pursue a course 
which would result in the most wide- 
spread use of electricity. 

Objective rates had been filed more 
than two years ago in order to promote 
more extensive use. It was the opinion 
of the commission that dates should now 
be fixed when these objective rates 
would be put into effect for all consumers, 
thereby eliminating features of present 
schedules which have been the cause of 
some complaint, and somewhat simpli- 
fying the rate structure. Public Utilities 
Commission of Utah v. Utah Power & 
Light Co. (Case Nos. 1531, 1431). 


& 


Court Required to Consider Price Changes during 
Litigation over Rate Order 


A court of appeals held that a 


Federal district court had erred in 
determining, in its decree against a pub- 
lic utility company, that valuations of 
April 1, 1933, were applicable to the date 
of the decree in November, 1935, without 
taking appropriate account of changed 
conditions in the interval. The United 
States Supreme Court affirmed the cir- 
cuit court’s decree but modified it to 
provide that the cause should be re- 
manded to the district court for further 
proceedings in conformity with the 
views expressed by the Supreme Court. 

Judicial notice of an upward trend in 
prices had been taken by the circuit court 
but no attempt was made to make a 
specific application of that trend. The 
Supreme Court ruled that the reversal of 
the decree required a hearing anew in 
the district court and that upon such 
hearing all questions pertinent to the 
issue of confiscation should be open. The 
economic changes to which reference has 
been made, it was said, might affect in- 
come as well as value. The opinion con- 
tinued : 


In the instant case, we do not have a 
situation in which rates as fixed by a com- 
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mission have been enjoined. Here the rates 

rescribed by the commission’s order have 
ee in effect all through this litigation, and 
are now in effect. A decree for injunction 
could operate only as to the future. Another 
special circumstance is that the decree of the 
district court expressly provided that the 
value it found was the value as of the date 
of the decree, November 29, 1935, although 
the evidence before the court related to 
April 1, 1933. A decree —— as of the 
later date and operating thereafter should 
have a basis in evidence. On the hearing 
required by the circuit court of appeals, the 
district court will be able to ascertain what 
have been the actual results of the com- 
pany’s business during the intervening years 
and thus to base its decree upon known con- 
ditions as to those years which may show 
clearly, in the light of the economic changes 
which have occurred, whether the prescribed 
rates are or are not of a confiscatory charac- 
ter and whether an injunction restraining 
the enforcement of the rates should be 
granted or denied. 


ed ustice Black, dissenting, held that 
the judgment of the court of appeals was 
wrong and should not be affirmed either 
as rendered or in any modified form. 
Affirmance of the court’s decree, he said, 
necessarily approved the finding that a 
general and persistent rise in prices 
should have been given effect in fixing @ 
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fair valuation, and this statement re- 
quired an increased valuation. He ex- 
pressed the fear that if the second trial 
followed the course of the first, the case 
would return to the Supreme Court by 
1943, and if the forecast as to prices 
should prove wrong, the present case 
would be a precedent for reversing the 
cause in 1943 for still another trial. 

The dissenting justice declared that the 
states have full and complete right to 
regulate rates of local intrastate utilities 
and that the Federal courts cannot inter- 
fere with this regulation unless the rates 
are confiscatory. The court, he said, 
should not invade the constitutional 
sphere of state rate regulation unless the 
company satisfactorily overcomes the 


G Bes Missouri commission, in a deci- 
sion dealing with a large number of 
problems relating to valuation and rate 
fixing, ordered a reduction in gas rates, 
7P. U. R. (N. S.) 277. The supreme 
court of the state has now sustained the 
commission decision, with certain excep- 
tions. The court ordered reéxamination 
by the commission of allowances for the 
following items: engineering and super- 
intendence, accrued depreciation, taxes 
during construction, working capital, an- 
nual depreciation, amortization of cost of 
changeover expense, and cost of ap- 
praisals. 

With respect to valuation of land and 
various other elements, the court refused 
to disturb the commission’s findings. It 
declined to substitute its judgment as to 
the weight of evidence. 

Discussing a contention by the city of 
St. Louis that as a matter of law, in com- 
puting reproduction cost of mains and 
services, the expense of cutting paving 
should be figured at original cost rather 
than present-day cost, the court referred 
to the decision in Des Moines Gas Co. v. 
Des Moines, 238 U. S. 153, P. U. R. 
1915D, 577, stating: 


_The Des Moines Case was dealing with a 
situation where the streets were unpaved 
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presumption that the rate set by the com- 
mission is not confiscatory. He said there 
was a marked disparity between the 
actual cost of the company’s property and 
its “imaginary reproduction value.” He 
said in part: 


The doctrine against confiscatory rates is 
based upon the theory of protecting the 
right of bondholders to their interest and 
that of stockholders to a fair return upon 
the value of their actual investments. While 
this matter has been confused by the “re- 
production cost” theory, the fact remains 
that, as applied to corporations, it is the in- 
terest of the stockholders and bondholders 
which the due process clause protects. 


McCart et al. v. Indianapolis Water Co. 
(No. 90). 


= 


Missouri Court Reviews Valuation Principles 


when the gas mains were put in but had been 

paved thereafter before the valuation date. 

It was held nothing could be allowed in the 

appraisal of the reproduction cost for a 

theoretical cutting and replacement of the 

paving. In the instant case the streets had 
been paved before the mains and services 
were laid, and the pavement was actually 
cut and restored. . . . Obviously the original 
cost of cutting and replacing pavement in 

the laying of mains and services is not a 

fair measure of the reproduction cost years 

later, if and in so far as the prices of ma- 
terial, the cost of labor, and the conditions 
of work have changed. 

An allowance of only 4 per cent for 
engineering and superintendence was 
held to be inadequate. A witness could re- 
call only one case where less than 4 per 
cent had been allowed and this was in the 
building of a small plant in Kansas. 

Depreciation was discussed at some 
length, and the court overruled a conten- 
tion by the city that accrued depreciation 
should be deducted from original cost in 
ascertaining the rate base; it was the 
property and not the cost thereof which 
was depreciated. The court said that the 
object of the inquiry was to find the fair 
value of the company’s property for the 
purpose of fixing a rate base, and that 
both the original cost and the present cost 
of reproduction should be considered. 
From the fair value of the property new 
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as thus ascertained the amount of ac- 
crued depreciation is to be deducted. 
There was said to be no more reason for 
saying that deduction should be made 
only from the original historical cost than 
there was for saying the fair value new 
should be determined only on that basis. 

The court followed the rule ‘that an- 
nual depreciation allowance should be 
based upon fair value rather than original 
cost. Referring to the question of con- 


sistency between accrued depreciation | 


and annual depreciation allowance, it was 
said that while it is perhaps true that 
there is some connection between the two 
and that past experience is generally the 
best guide, yet there is a difference: 


When a new piece of equipment is installed 
in a plant, the observable depreciation is not 
uniform. It will continue in service for a 
considerable time without apparent deteri- 
oration and then toward the end of its life 
breakdowns and repairs occur more fre- 
quently until it has to be retired. On the 
other hand, the annual allowance for de- 
preciation is anticipatory and runs along the 
same each year until at the end of the use- 
ful life of the property the cost or value 


thereof will have been absorbed, As 

said in Clark’s Ferry Saag Co. v, 

Service Commission, 291 U. S. 227 

S. C. 427, 431, 78 L. ed. 767, 794, 2 P. 

(N. S.) 225, 231, “it is recognized ; 

crued depreciation, as it may be observed 

and estimated at a given time, and an 
propriate allowance of depreciation accord- 
ing to good accounting practice, need not be 
the same.” 

The court agreed with a contention by 
the city that when a company did not 
begin to set aside a depreciation reserye 
in its earliest days, it cannot recoup any 
resultant losses by charging them to con- 
sumers in present rates. 

The court refused to uphold a conten- 
tion that the company should be allowed 
to charge to consumers by amortization 
the value of property found to be non- 
used or useful, but it did hold that out- 
lays for the cost of changing customers’ 
appliances when natural gas was intro- 
duced might be charged to operating ex- 
penses and amortized where necessary. 
State ex rel. City of St. Lowis v. Public 
Service Commission et al., 110 S. W. 
(2d) 749. 


e 


Separate Gas Meters for Adjoining Houses 


RULE and regulation of the Atlanta 
Gas-Light Company, approved by 
the Georgia commission, which requires a 
separate gas meter to be installed for each 
housekeeping apartment, was sustained 
by the supreme court of Georgia as not 
arbitrary, unreasonable, or discrimina- 
tory in its application against a customer 
who owned two adjoining houses, apart- 
ments in which were rented. The court, 
in dismissing the contention in behalf of 
the customer, said in part: 

It is not claimed that there has been any 
misinterpretation of the meaning of the word 
as used in the rule, or any mistake in apply- 
ing the rule to the situation presented; but 
the insistence is that in defining a “house” it 
is unreasonable, illegal, inequitable, and 
discriminatory to declare, in effect, as 
part of that definition, that two separate 
apartment houses side by side and owned 
by the same person shall not be said to con- 
stitute a “single house.” It is argued that to 
require a person who owns two houses side 
by side, or two apartments side by side, to 
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have separate meters for each apartment, 
while all apartments could be serviced 
through one meter, and thus entitle the 
owner to a more favorable rate, constitutes 
a discrimination and unfairness which the 
law will not sanction. 


The court declared that a gas company 
may make rules and regulations subject 
only to the requirement that they must be 
reasonable and applicable to all con- 
sumers of the same class. Since the com- 
mission, which had jurisdiction over gas 
companies, had authority to fix just and 
reasonable rates, it followed that it had 
the power to make classifications which 
were reasonable and to fix a different 
rate for each class of consumers. Where 
such rates are attacked in the courts there 
is a presumption that they are valid, and 
the burden is on the attacking party to 
show that they are invalid. Carmichael 
v. Atlanta Gas-Light Co. et al. 193 S. 
E. 896. ’ 
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ALABAMA POWER CO. v. McNINCH 


UNITED STATES COURT OF APPEALS FOR THE 
DISTRICT OF COLUMBIA 


Alabama Power Company 


Frank R. McNinch et al. 


[No. 6691.] 
(— F. (2d) —) 


Valuation, § 7 — Power of Federal Commission — Determination of cost. 
1. The Federal Power Commission has authority to investigate the cost of 
a federally licensed hydroelectric project of a public utility company, p. 
231. 


Accounting, § 3 — Powers of Federal Commission — Original cost entry. 
2. The Federal Power Commission has authority to require the amount 


found by it as the cost of a licensed power project to be carried as that 
cost on the books of account of the power company involved, p. 231. 


Consolidation, merger, and sale, § 4 — Effect — Governing law. 
3. Whether a new corporation is formed as the result of a consolidation or 
merger is a question of state law, p. 232. 
Consolidation, merger, and sale, § 4 — Effect of consolidation or merger — Cre- 
ation of new corporation — Choice under statute. 


4. The unification of two or more corporations under Alabama law may 
be either a merger, in which no new corporation is formed, or a consolida- 
tion, in which all the constituent companies end their existence and a new 
consolidated corporation is created; and under Alabama law there seems to 
be no difference between a consolidation and a merger, p. 232. 


Consolidation, merger, and sale, § 4 — Effect of unification — Creation of new 
corporation — Unification agreement. 
5. A power corporation which with others is unified into one corporation, 
under its name, pursuant to a merger agreement providing that no new 
corporation should be formed, which choice is permitted by state law, there- 
by retains its identity in the merger, p. 232. 


Valuation, § 267 — Original cost of land — Substitute values. 
6. Allowance of fair market value of land at the time of purchase, com- 
puted upon comparison of the land involved with what had been paid for 
comparable tracts, is proper in determining “actual legitimate cost” and 
“actual reasonable cost” under the Federal Power Act, when the actual 
price paid is unknown and unascertainable, p. 242. 

Valuation, § 265 — Original cost of land — Acquisition on merger. 
7. Land acquired by a Federal licensee in a merger is included in the actual 
legitimate cost or actual reasonable cost of a power project at the value 
of the land at the time of merger, upon the theory that when a corporation 
acquires assets in a merger in exchange for stock which it issues, the cost 
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te it of the assets so acquired is their value at that time, this theory being 
based upon the further reasoning that the stock issued by the merger cor. 
poration represents in reality only the assets which it gets, p. 242. 


Valuation, § 265 — Land — Original cost determination — Market value of se. 
curities exchanged. 


8. The market value rather than par value of bonds is correctly used in 
computing the cost of land paid for partly with bonds; the fact that the 
purchaser chose to issue bonds to the vendor rather than to sell the bonds 
to third persons and pay the vendor in cash does not alter the fact that the 
market value of the bonds represents the fair cash cost of the land, p, 242, 


Appeal and review, § 28.7 — Decision by Federal Power Commission — Orig. 
inal cost of project — Proof. 


9. The court cannot say that the Federal Power Commission has acted 
arbitrarily in refusing to make any allowance for engineering, financing, 
and promotional services as part of the cost of a federally licensed power 
project, when the record shows no adequate basis for an estimate of the 
total allowable expenditures and no basis for an allocation of part of them 
to the project, p. 243. 


Appeal and review, § 70 — Remand of case — Introduction of further evidence. 


10. The Commission may properly allow a Federal licensee a further op- 
portunity to introduce evidence of cost of financing, engineering, and pro- 
motional services as part of the original cost of a power project upon the 
return of the case to the Commission for further hearing in regard to 
other items of cost, where the company explains its inability to prove these 
costs because they were incurred long before there was any thought of the 
Federal Power Act, it appearing that there are trustworthy grounds for 
an estimate, p. 244. 


Valuation, § 261 — Original cost of land — Assembled value — Merged property. 


11. Any added value which lands have acquired from the bringing of 
hydroelectric developments on a river under single control is properly 
omitted from the original cost of the project to the licensee when any 
such value has cost the power company nothing, since only the cost of 
lands is allowable, p. 244. 


Valuation, § 391 — Water rights — Original cost of power project — Federal 
license. 

12. A Federal licensee is not entitled to an allowance for the value of water 

rights, but can be allowed only the cost to it of such rights, in a determina- 

tion of actual legitimate original cost under the Federal Power Act, p. 245. 


Valuation, § 386 — Water rights — Inclusion in land value. 
13. Full allowance is made for water rights, in a determination of the actual 
original cost of a power project, when allowance is made for land acquired 
from a corporation and individuals interested in hydroelectric development 
and the price paid for the acquisition of the land includes the cost of the 
water rights, p. 245. 


Valuation, § 383 — Water rights — Original cost of power project. 
14. Allowance must be made, in determining the actual original cost of a 
federally licensed power project, for the cost of a water right, the acquisi- 
tion of which was necessary to make the project possible because the owner 
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of the right could have erected a dam which would have impounded water 
to such a height as to flood the site of the power project, p. 246. 


Valuation, § 69.1 — Original cost determination — Profit of subsidiary construc- 
tion company. 
15. A per cent profit computed upon the direct and overhead costs of a 
construction company expended upon a federally licensed hydroelectric 
power project should be excluded from a determination of the actual 
legitimate original cost of the project when the construction company is 
a mere department of the licensee, p. 246. 


Intercorporate relations, § 14 — Disregard of corporate entities — Status of con- 
struction company. 

16. A finding that a construction company was a mere department of a 
corporation licensed to construct a power project was held to be supported 
by substantial evidence where the two companies had entered into a blanket 
contract setting forth the conditions under which the construction com- 
pany was to do such work as was designated by the power company from 
time to time, where the specific contract for the construction of the project 
at a large cost was a letter of a few lines, where the power company 
financed construction and approximately 40 per cent of the working force 
of the construction company was drawn from power company employees, 
where various expenses of the power company were charged to the con- 
struction company, where the construction company used employees of the 
power company, where the stock of the construction company was wholly 
owned by the power company or one of its subsidiaries, and where at the 
time of the execution of the construction contract the officers of both com- 
panies were identical, p. 246. 


Intercorporate relations, § 14 — Disregard of corporate entity. 


17. The corporate entity may be disregarded when failure to do so would 
enable the corporate device to be used to circumvent a statute, p. 246. 


Valuation, § 150 — Taxes during construction — Original cost determination — 
Federally licensed power project. 
18. Taxes paid by a power company on project lands prior to the construc- 
tion period should not be allowed as a part of the actual legitimate original 
cost of a federally licensed power project, p. 249. 


Valuation, § 139 — Interest during construction — Original cost determination — 
Federally licensed power project. 
19. No allowance should be made for interest upon preconstruction ex- 
penditures in determining actual legitimate original cost of a federally li- 
censed power project, p. 251. 


Valuation, § 168 — Original cost determination — Power used by utility in its 
own construction — Federal licensee. 

20. A power company is entitled to an allowance, as part of the actual 
legitimate original cost of a federally licensed power project, for its out- 
of-pocket cost in furnishing power in the construction of the project, plus 
proper proportionate allocations for taxes, depreciation, maintenance, and 
interest charges upon its investment, but without the addition of any prof- 
it; failure to allow more than the out-of-pocket cost of energy furnished 
for construction purposes is erroneous, p. 252. 


[September 27, 1937.] 
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UNITED STATES COURT OF APPEALS 


Peery from final decree of Supreme Court of the District 
of Columbia’ dismissing a bill by a federally licensed : 
power company seeking to enjoin enforcement of an order of 
the Federal Power Commission requiring the establishment of 
accounts showing the cost of a hydroelectric project as deter- 
mined by the Commission; reversed with orders to direct Com- 
mission to proceed in accordance with opinion. For decision by 
Federal Power Commission, see P.U.R.1932D, 345, and for 
lower court decision, see 10 P.U.R.(N.S.) 275. 


APPEARANCES: H. C. Kilpatrick, 
of Washington, D. C., and Walter 
Bouldin, of Birmingham, Alabama, 
for appellant; Oswald Ryan and 
Dozier A. DeVane, both of Washing- 
ton, D. C., for appellees. 

Before Robb, Van Orsdel, Groner, 
and Stephens, Associate Justices. 


STEPHENS, Associate Justice: This 
is an appeal from a final decree of the 
supreme court of the District of Co- 
lumbia dismissing the bill of com- 
plaint of the appellant Alabama Pow- 
er Company (hereafter referred to as 
Power Company) after a trial on the 
merits. The bill sought to enjoin the 
enforcement of an order of the Fed- 
eral Power Commission (hereafter 
referred to as Commission) requiring 
the Power Company to establish ac- 
counts showing the actual legitimate 
original cost of a hydroelectric project 
owned by the Power Company to be 
the sum determined by the Commis- 
sion as such cost, and requiring the 
Power Company to establish and 
maintain subsidiary accounts and rec- 
ords to substantiate all entries making 
up such total cost. 


The record in the case discloses the 
following facts: The Power Com- 
pany is an Alabama corporation en- 
gaged in business in that state as an 
electric public utility. One of its gen- 
erating plants is Mitchell dam, a hy- 
droelectric project on the Coosa river, 
a navigable stream. The dam and 
power house were built under a li- 
cense issued by the Commission on 
June 27, 1921. Physical construction 
of the project was begun on August 
1, 1921, and completed on August 15, 
1923. After completion of the proj- 
ect, the Power Company, as required 
by the Federal Power Acct, filed a veri- 
fied, detailed, initial cost statement. 
This showed a claimed initial cost of 
$10,646,056.76. Representatives of 
the Commission, after an audit, rec- 
ommended disallowance of certain 
items. The Power Company protest- 
ed, and a hearing on the disputed items 
was had before the Commission. . 
Thereafter, in a written opinion, the 
Commission disallowed the following 
items, and ordered the Power Com- 
pany to set up accounts showing the 
actual legitimate original cost as de- 
termined by the Commission: 





1 Now the district court of the United States 
for the District of Columbia, Act of June 25, 
1936, 49 Stat. 1921. 
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1.Taxes paid on project lands 
prior to July 1, 1918 

2. Dixie Construction Company fee 

3, Interest on funds expended prior 
to 1918 on the project? — 

4. Electric energy used during con- 
struction 

5, Fixed capital not classified by 
prescribed accounts 


$227.45 
183,540.15 


42,128.04 
3,500,000.00 


The Power Company filed an appli- 
cation for a rehearing by the Commis- 
sion and a petition for modification of 
the Commission’s ruling. The appli- 
cation for rehearing was denied ; cer- 
tain modifications of the Commis- 
sion’s order, not here material, were 
made. Before the time fixed for com- 
pliance with the order of the Commis- 
sion this suit was begun. After the 
hearing upon the merits the lower 
court made findings of fact, and con- 
clusions of law, and upon them dis- 
missed the bill. There was un- 
disputed evidence that to _ estab- 
lish accounts as ordered would cost 
approximately $5,000, and that the 
only substantial difference between 
such accounts and those now main- 
tained by the Power Company would 
be in the amounts involved in this suit. 

The Federal Power Act creates a 
Power Commission and empowers it 
to fix the cost of a project, as follows: 


“The Commission is hereby author- 
ized and empowered—(b) To deter- 
mine the actual legitimate original 
cost of and the net investment in a 
licensed project, and to aid the Com- 
mission in such determinations, each 
licensee shall, upon oath, within a rea- 
sonable period of time to be fixed by 
the Commission, after the construc- 





*The Commission refused to allow interest 
Prior to the construction period. It allowed 
interest during the construction period. The 
Commission and the Power Company agreed 
as to the rate of interest and the method of 
computing it. About $625,000 interest was 
allowed as a part of cost of the project. 
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tion of the original project, . . . 
file with the Commission in such de- 
tail as the Commission may require, 
a statement in duplicate showing the 
actual legitimate original cost of con- 
struction of such project, and 
of the price paid for water rights, 
right of way, lands, or interest in 
lands. The statement of actu- 
al legitimate original cost of said proj- 
ect, and revisions thereof as deter- 
mined by the Commission, shall be 
filed with the Secretary of the Treas- 
ury.” [41 Stat. 1065, 41 Stat. 1353, 
as amended by 49 Stat. 839; 16 
USCA § 797 (Supp. 1936)] 
“Net investment” and “cost 
defined in the act as follows: 
“(13) ‘Net investment’ in a project 
means the actual legitimate original 
cost thereof as defined and interpreted 
in the ‘classification of investment in 
road and equipment of steam roads, 
issue of 1914, Interstate Commerce 
Commission,’ plus similar costs of 
additions thereto and _betterments 
thereof, minus the sum of the follow- 
ing items properly allocated thereto, 
if and to the extent that such items 
have been accumulated during the pe- 
riod of the license from earnings in 
excess of a fair return on such invest- 
ment: (a) Unappropriated surplus, 
(b) aggregate credit balances of cur- 
rent depreciation accounts, and (c) 
aggregate appropriations of surplus 
or income held in amortization, sink- 
ing fund, or similar reserves, or ex- 
pended for additions or betterments 
or used for the purposes for which 
such reserves were created. The term 
‘cost’ shall include, in so far as ap- 
plicable, the elements thereof pre- 
scribed in said classification, : 
and said classification of investment 
21 P.U.R.(N.S.) 
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of the Interstate Commerce Commis- 
sion shall in so far as applicable be 
published and promulgated as a part 
of the rules and regulations of the 
Commission ; 3h eo 
1063, as amended by 49 Stat. 838; 16 
USCA § 796 (13) (Supp. 1936) ] 

Under § 797 of 16 USCA the Com- 
mission has power to issue prelim- 
inary permits for the purpose of en- 
abling applicants for a license to se- 
cure necessary preliminary data and 
to comply with applicable state laws. 
Under § 798 the preliminary permit is 
for the sole purpose of maintaining 
priority of application for a license, 
for such period not exceeding three 
years as in the discretion of the Com- 
mission may be necessary for making 
examinations, surveys, estimates, and 
the like. 

Under § 799 the duration of a li- 
cense may not exceed fifty years, and 
each license is conditioned upon ac- 
ceptance by the licensee of all the 
terms and conditions of the Federal 
Power Act. 

Section 803 provides: 

“All licenses issued under §§ 791 
to 823 of this title shall be on the fol- 
lowing conditions : 


“Amortization reserves. (d) That 
after the first twenty years of oper- 
ation, out of surplus earned thereaft- 
er, if any, accumulated in excess of a 
specified reasonable rate of return up- 
on the net investment of a licensee in 


any project under license, the 
licensee shall establish and maintain 
amortization reserves, which reserves 
shall, in the discretion of the Commis- 
sion, be held until the termination of 
the license or be applied from time to 
time in reduction of the net invest- 
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ment. Such specified rate of return 
and the proportion of such surplus 
earnings to be paid into and held in 
such reserves shall be set forth in the 
license. 

“Annual charges payable by j- 
censees. (e) That the licensee shall 
pay to the United States reasonable 
annual charges in an amount to be 
fixed by the Commission for the pur- 
pose of reimbursing the United States 
for the costs of the administration of 
this chapter ; and for the ex- 
propriation to the government of ex- 
cessive profits until the respective 
states shall make provision for pre- 
venting excessive profits or for the 
expropriation thereof to themselves, 
or until the period of amortization as 
herein provided is reached, and in fix- 
ing such charges the Commission 
shall seek to avoid increasing the price 
to the consumers of power by such 
charges, and any such charges may be 
adjusted from time to time by the 
Commission as conditions may re- 
quire: . . .” [41 Stat. 1068, as 
amended by 49 Stat. 842; 16 USCA 
§ 803 (Supp. 1936) ] 

And § 807 provides: 

“Upon not less than two years’ no- 
tice in writing from the Commission 
the United States shall have the right 
upon or after the expiration of any 
license to take over and thereafter to 
maintain and operate any project ... © 
covered in whole or in part by the li- 
cense, upon the condition that 
before taking possession it shall pay 
the net investment of the licensee in 
the project , taken, not to ex- 
ceed the fair value of the property tak- 
en, plus such reasonable damages, if 
any, to property of the licensee valu- 
able, serviceable, and dependent . . . 
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but not taken, as may be caused by 
the severance therefrom of property 
taken, and shall assume all contracts 
entered into by the licensee with the 
approval of the Commission. The 
net investment of the licensee in the 
project so taken and the 
amount of such severance damages, if 
any, shall be determined by the Com- 
mission after notice and opportunity 
for hearing. Such net investment 
shall not include or be affected by the 
value of any lands, rights of way, or 
other property of the United States 
licensed by the Commission under this 
act, by the license or by good will, go- 
ing value, or prospective revenues; 
nor shall the values allowed for water 
rights, rights of way, lands, or inter- 
est in lands be in excess of the actual 
reasonable cost thereof at the time of 
acquisition by the licensee: . . .” 
[41 Stat. 1071, as amended by 4 
Stat. 844; 16 USCA § 807 (Supp. 
1936) ]* 

[1, 2] Under these provisions it is 
clear that the Commission has au- 
thority to determine the actual le- 
gitimate original cost of a project 
and to require the licensee to 
set up his books showing the cost 
as thus determined. Cf. Clarion 
River Power Co. v. Smith, 61 App. 
D. C. 186, P.U.R.1932E, 149, 59 F. 
(2d) 861, certiorari denied (1932) 
287 U. S. 639, 77 L. ed. 553, 53 
S. Ct. 88. It is also clear that since 
“net investment” is computed upon a 
base of “original cost,” the cost figure 


is important in its relation to amorti- 
zation reserves, the expropriation of 
excessive profits, and the price to be 
paid by the United States if it takes 
over a project at or after the expira- 
tion of the license for such project.* 


I 


As to the disallowance of $3,500,- 
000, designated by the Power Com- 
pany as “fixed capital not classified by 
prescribed accounts” : 

As early as 1900 the Coosa river 
was recognized as a valuable potential 
source of water power for the gener- 
ation of electricity. In 1906 the Pow- 
er Company was organized by local 
interests, with a paid-in capital of 
$5,000. Prior to July 28, 1913, the 
major portion of the lands here in- 
volved, that is those comprising the 
Mitchell dam project, were owned by 
the Power Company. Three other 
corporations, Alabama Power & Elec- 
tric Company, Alabama Electric Com- 
pany, and Wetumpka Power Com- 
pany, each with small capital, were or- 
ganized about the same time, to devel- 
op other locations on the river. The 
four companies were organized by 
somewhat conflicting interests, and 
their prospective dam sites were so lo- 
cated that high dams placed at some 
of them would flood out others. All 
four companies had prepared plans 
for the construction of hydroelectric 
projects and for the improvement of 
navigation, and had filed copies of the 
plans in the office of the secretary of 





8In § 797 “net investment” is defined as 
based upon “actual legitimate original cost.” 
In § 807 the amount to be allowed for lands 
on taking of a project by the United States 
may not exceed “actual reasonable cost at the 
time of acquisition by the licensee.” [Italics 
added. ] We think the terms “legitimate” and 
reasonable” are intended to mean the same 
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thing, and no point is made in the case upon 
the difference in terminology in the sections. 

4 Although § 807 provides for a hearing as 
to the amount of net investment at the time 
of the taking of the project by the United 
States, such investment would, by definition, 
be determined on a base of original cost as 
now fixed. 
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the state of Alabama, but such plans 
did not include until 1916 develop- 
ment at the site of Mitchell dam. A 
dam constructed according to the 
plans for the development by We- 
tumpka Power Company of its site at 
Lock 15 would have backed water 
over the site of Mitchell dam so as to 
make development of the present proj- 
ect impossible. The right of Wetump- 
ka Power Company to impound water 
to this extent was not subject to con- 
demnation under the existing laws of 
Alabama. Since the Coosa river was 
a navigable stream, however, it could 
not be obstructed without the consent 
of the Federal government, and this 
consent was not forthcoming for 
some time. 

The Alabama Traction, Light & 
Power Company, Ltd. (hereafter re- 
ferred to as the Traction Company), 
was organized in 1912 for the pur- 
pose of developing the water power of 
the Coosa river. This was a Canadian 
corporation, designed to centralize the 
control of all the corporations which 
then had holdings of land at locations 
along the river valuable for hydro- 
electric purposes. In furtherance of 
the development of the river the Trac- 
tion Company incurred substantial 
costs for financing, promotional, and 
engineering services. In 1912 the 
Traction Company in a single trans- 
action acquired the outstanding cap- 
ital stocks of the Alabama Power 
Company, Alabama Power & Electric 
Company, and Wetumpka Power 
Company, paying therefor $200,000 
in cash, $200,000 face value of the 
Traction Company’s first mortgage 
bonds, and $1,250,000 par value of 
the Traction Company’s common 
stock. This payment was not allocat- 


ed by the Traction Company—it was 
simply a sum paid for all the stock 
of the three companies as a unit. Sub. 
sequently, but prior to the date of the 
unification of the Coosa river com. 
panies in 1913, as later described, the 
Traction Company purchased the cap- 
ital stocks of the Alabama Electric 
Company and the Alabama Power 
Development Company,® and certain 
assets owned and controlled by vari- 
ous _ individuals. Payments were 
largely made in Traction Company 
securities. 

[3-5] On July 28, 1913, the Ala- 
bama Power Company, the Alabama 
Electric Company, the Wetumpka 
Power Company, the Alabama Power 
& Electric Company, and the Alabama 
Power Development Company were 
unified into one corporation under the 
name of the Alabama Power Com- 


pany. At the time of this unification 
substantially all of the stock of the 


constituent corporations mentioned 
was owned by the Traction Company. 
The merger agreement provided that 
each of the parties agreed: 

“That the said Alabama Electric 
Company, the said Wetumpka Power 
Company, the said Alabama Power & 
Electric Company and the said Ala- 
bama Power Development Company 
shall be merged into and with the said 


Alabama Power Company, under the _ 


name of ALABAMA PoweER Com- 
PANY (hereinafter called the consoli- 
dated corporation) but which shall 
not be a new corporation, f 
One of the “terms and conditions” 
of the unification agreement was: 
“ARTICLE VIII. It is the intention, 
5 This corporation does not concern us since 


its holdings were upon a stream 0! 
the Coosa river. 
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purpose, and agreement of the parties 
that the Alabama Power Company 
shall be and is hereby continued in ex- 
istence as the consolidated corpora- 
tion, and that a new corporation shall 
not be formed by this agreement, and 
that the existence of the consolidated 
corporation shall be perpetual.” 

The authorized capital stock of the 
Alabama Power Company subsequent 
to the merger was to be $20,000,000 
represented by 200,000 shares. Of 
this authorized capital 99,750 shares 
were issued at the time of the merger. 
Seventy thousand of these shares, 
with a par value of $7,000,000, were 
issued to the holders of the 50 shares 
which comprised the total capital stock 
of the “original’’ Alabama Power 
Company in exchange for their stock ; 
69,980 were issued to the Traction 
Company, the remaining 20 shares to 
three individuals. Lesser amounts of 
the shares of the “new” Alabama 
Power Company were issued to the 
Traction Company in similar ex- 
changes for the shares of the other 
constituent companies. The total 
properties involved in the merger had 
been appraised by engineers, and the 
merger agreement recited that the par- 
ties agreed that the shares of stock 
and assets owned by each of the con- 
stituent companies were of a value 
equal to the par value of the new 
shares to be issued in exchange for 
them. 

The Power Company owned two 
dam sites, claimed to be of equal val- 
ue.® It asserts that a new corporation 
was formed in the unification of 1913, 
that one-half of the $7,000,000 par 


value stock issued to the shareholders 
of the “original” Alabama Power 
Company by the “new” Alabama 
Power Company was properly alloca- 
ble to the Mitchell dam project, and 
that the par value of this one-half was 
therefore the cost to the “new” cor- 
poration of such site. This $3,500,- 
000 described as “fixed capital not 
classified by prescribed accounts” is 
apparently intended to cover not only 
the cost of lands, but also the cost of 
water rights, the expense of promo- 
tion, preliminary engineering, and a 
proportionate part of other expense 
attendant upon hydroelectric develop- 
ment of the Coosa river prior to 
1913.” 

Under 16 USCA § 797, the state- 
ment to be filed by the licensee upon 
completion of a project is to show the 
price paid for lands, water rights, and 
interest in lands. Under 16 USCA 
§ 807, the value allowed for lands on 
taking of the project by the United 
States may not be in excess of “ac- 
tual reasonable cost thereof at the 
time of acquisition by the licensee.” 
[Italics added.] The Power Com- 
pany obtained the license in 1921. If 
a new corporation was formed in 
1913, the Alabama Power Company 
then created is the licensee, and the 
cost to the licensee of all the lands 
here involved was the price which it 
paid for them in the unification. If, 
on the other hand, the Power Com- 
pany has had a continuous existence 
since the formation of the “original” 
Alabama Power Company in 1906, 
the cost to the licensee of all lands 
which it held prior to the unification 





§ Cf. Lay v. Hohenb 1917 la. 
“a a ohenberg ( ) 200 Ala. 485, 


7 Although a footnote in the Power Com- 
Pany’s brief refers to the amount of $3,500,000 
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as “claimed as the cost of lands and water 
rights pertaining to the project,” the brief 
and record as a whole indicate that the item 
included other costs, as described. 
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of 1913 is the price paid by it on orig- 
inal acquisition irrespective of any 
1913 value or any 1913 stock issue. 

It is to be noted that the merger or 
consolidation of 1913 was not the uni- 
fication of five corporations which 
represented conflicting interests. On 
the contrary, in view of the stock own- 
ership, above described, of the Trac- 
tion Company in the corporations in- 
volved, the purported surrender of 
stock in the constituent corporations 
and the issuance of new stock to the 
shareholders of such corporations 
was actually nothing more than a sur- 
render by the Traction Company of 
the shares it held in five subsidiary 
corporations, and the issuance to the 
Traction Company of all the shares 
of the “new”? Alabama Power Com- 
pany. It might fairly be termed an 
apparent 5-party transaction which 
in reality involved but one party. 

The Commission decided that no 
new corporation was formed in the 
unification of 1913 and that, there- 
fore, the cost to the licensee Power 
Company of all the properties owned 
by it prior to 1913 was what had been 
paid for them upon original acquisi- 
tion. These properties comprised al- 
most all of the lands involved in the 
Mitchell dam project, and the consid- 
erations paid by the Alabama Power 
Company on original acquisition were 
largely stipulated. 

All the lands here involved were 
in two locations on the river: at Dun- 
can’s Riffle, now the site of Mitchell 
dam, and at the old Lock 14 site which 
was flooded out by Mitchell dam. 
Prior to the unification, the Alabama 
Power Company owned all this land, 
except a certain Parcel 214 at Lock 
14. All the land at Lock 14, except 


Parcel 214, was acquired by the Pow. 
er Company through eight convey. 
ances between 1907 and 1912. The 
Commission and the Power Company 
stipulated that the considerations re- 
cited in six of these deeds were the 
actual considerations paid, and the 
Commission allowed these actual con- 
siderations as cost. As to the two 
deeds in which the recited considera- 
tion was nominal, the parties stipulat- 
ed that substantial consideration had 
been paid, the amount and character 
of which was unknown and unascer- 
tainable. As the cost of the land con- 
veyed by these two deeds the Com- 
mission allowed a figure which it esti- 
mated to have been fair market value 
at time of purchase, reaching the fig- 
ure by a comparison of the tracts in- 
volved in these two deeds with the 
other lands conveyed on the basis of 
acreage and of other fractional inter- 
ests conveyed in the same lands. The 
method of valuing Parcel 214 at Lock 
14 is explained below. The lands at 
Duncan’s Riffle, the present Mitchell 
dam site proper, were known as Par- 
cel 9. Three-quarters thereof were 
conveyed directly to the Power Com- 
pany by private owners for actual con- 
siderations aggregating $5,785. This 
amount was allowed. The other one- 
quarter of the site had been conveyed 
directly to the Power Company when 
in 1912 and 1913 the Traction Com- 
pany purchased certain assets of which 
this one-quarter of Parcel 9 was a 
part. The parties stipulated that this 
portion of Parcel 9 constituted in val- 
ue one-third of the total assets so pur- 
chased. For the total assets in this 
purchase the Traction Company paid 
$58,500 cash, $25,000 face value of 
Traction Company bonds, and $99,- 
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000 par value of its common stock. 
At the then market value of the securi- 
ties this consideration totaled $116,- 
643.80. The Commission allowed 
one-third of this, $38,881.27, as the 
actual reasonable cost of the one-quar- 
ter of Parcel 9. 

Parcel 214 at Lock 14 had been 
owned by Alabama Power & Electric 
Company, and the Commission con- 
ceded that ownership of this parcel 
had passed to the Alabama Power 
Company in the unification. The par- 
cel comprised a small portion of the 
properties of the Alabama Power & 
Electric Company, and in the unifica- 
tion of 1913 the Traction Company, 
‘holder of all the shares in Alabama 
Power & Electric Company, was is- 
sued $25,000 par value stock in ex- 
change for the shares of Alabama 
Power & Electric Company. In de- 
termining the value of the parcel, the 
Commission disregarded the value 
placed upon it in the unification and 
sought to find actual market value. 
The Commission looked to the price 
which had been paid by the Traction 
Company for all the stock of the Ala- 


bama Power & Electric Company in 
1912. Payment by the Traction 
Company had been made in cash and 
securities, and the Commission looked 
to market value, which had been stip- 
ulated, rather than the par value of 
these stocks and bonds. Thus it com- 
puted the total market value of the 
securities given by the Traction Com- 
pany, together with some cash, in ex- 
change for complete ownership of the 
Alabama Power & Electric Company, 
and then allocated a proportionate part 
of the sum thus found to Parcel 214. 
The result obtained was approximate- 
ly $23,000.® 

In its petition for rehearing the 
Power Company asserted that this 
parcel had been in fact owned by the 
Alabama Power Company prior to the 
unification of 1913. The Commission 
refused to allow a rehearing upon the 
ground that it was not shown that a 
revaluation of the parcel on this basis 
would increase the amount allowed for 
it as original cost. 


The Commission’s final determina- 
tion of the total cost of lands involved 





8This allowance of approximately $23,000 
for Parcel 214 was substantially larger in 
amount than the figure which would have been 
reached if the Commission had adopted the 
valuation placed upon the parcel in the uni- 
fication. Alabama Power & Electric Company 
had paid $990.40 for Parcel 214. It was part 
of the assets involved in the acquisition by the 
Traction Company in 1912 of the Alabama 
Power Company, the Alabama Power & Elec- 
tric Company, and the Wetumpka Power 
Company. The Traction Company paid for 
this acquisition cash and securities of the 
Traction Company which, at the then market 
valuation of the securities, aggregated $882,500. 
One-fourth of this consideration was allocable 
to the land and water-power rights at Lock 14, 
then owned by the Alabama Power Company 
and the Alabama Power & Electric Company. 
Parcel 214 represented in area 6.2 per cent 
of the Lock 14 properties. Upon this area 
basis its cost to the Traction Company would 
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have been 6.2 per cent of $220,625—$13,678.75. 
The cost of Parcel 214 to the Alabama Power 
& Electric Company ($990.40) was 10.36 per 
cent of the total cost of the Lock 14 properties 
to the pre-merger companies ($9,607.47). The 
Commission used the higher percentage, and 
allowed 10.36 per cent of $220,625—$22,856.75 
—as the cost of Parcel 214. 

The Alabama Power & Electric Company 
owned at two other sites upon the Coosa river 
lands aggregating several times the area of 
Parcel 214, in addition to its ownership of 
Parcel 214 at the Lock 14 site. In the uni- 
fication $25,000 par value of Alabama Power 
Company stock was exchanged for all the 
stock of the Alabama Power & Electric Com- 
pany. If a portion of $25,000 proportionate 
to the relation of Parcel 214 of the entire 
assets of the Alabama Power & Electric Com- 
pany had been allowed, it would obviously 
have been less than $22,856.75. 
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in the Mitchell dam project was as 
follows: 


Lock 14 (except Parcel 214) 
[6 conveyances in which actual con- 
sideration was recited, 2 convey- 
ances in which the Commission in 
the absence of evidence had esti- 
mated fair market value at the 
time of acquisition by the Power 
Company] 

Parcel 214 

[Acquired in the unification ; valued 
on the basis of what the Traction 
Company had paid in 1912] 

Parcel 9 (three-quarters thereof) ... 5,785.00 
[Actual cost to the Power Com- 
pany in 1912] 

Parcel 9 (remaining one-quarter 
thereof) 
[Actual price paid by the Traction 
Company in 1912, computed upon 
cash, and market value of securi- 
ties exchanged ] 


$8,612.07 


22,856.75 


38,881.27 


$76,135.09 

We are faced with the question 
whether the licensee Power Company 
is a new corporation created in 1913 
by the consolidation of five companies 


or the original Alabama Power Com- 
pany formed in 1906, into which four 
other companies were merged in 1913. 
If the former is the case the lands here 
involved were necessarily acquired in 
1913, since the corporate licensee did 
not exist prior to 1913, and it would 
follow that the Commission’s allow- 
ance for cost of land was erroneous. 
If, on the other hand, the transaction 
of 1913 was a merger through which 
the Alabama Power Company, formed 
in 1906, preserved its identity un- 
changed, then the cost of the lands 
acquired prior to 1913 should be reck- 
oned on the basis of what they cost 
the Alabama Power Company at the 
time of original acquisition. 

Whether a new corporation was 
formed is a question of state law. At- 
lantic & G. R. Co. v. Georgia (1878) 
98 U. S. 359, 25 L. ed. 185; Wabash, 
St. L. & P. R. Co. v. Ham (1885) 
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114 U. S. 587, 29 L. ed. 235,55. ¢& 
1081; see 8 Thompson, Corporations 
(3rd ed. 1927) §§ 6012, 6016 (sem. 
ble). 

The unification of the five corpora- 
tions in 1913 was effected under §§ 
3502-3508, inclusive, of the 1907 
Code of Alabama. [Now §§ 7037- 
7044 of the 1928 Code of Alabama. ] 
Section 3502 provides: 

“Corporations may consolidate or 
merge.—Any two or more corpora- 
tions which are authorized to consoli- 
date may merge or consolidate into 
a single corporation, which may be 
either one of the consolidated corpora- 
tions or a new corporation to be 
formed by means of such merger or 
consolidation ; in either event such con- 
solidation shall be effected in the man- 
ner following.” 

Section 3503 provides how a con- 
solidation or merger of corporations 
may be effected. It provides in part: 

“Consolidations or merger of cor- 
porations, how effected.—The direc- 
tors of the several corporations pro- 
posing to merge or consolidate may 
enter into joint agreement under the 
corporate seals of the respective cor- 
porations, prescribing the terms and 
conditions thereof, the mode of carry- 
ing the same into effect, the name and 
principal place of business in this state 
of the new corporation (if one shall 
be formed or created) or of the con- 
solidated corporation, as the case may 
be; the number, names, and post office 
addresses of the first directors and 
officers of the new consolidated cor- 
poration ; the number of shares of the 
capital stock, both common and pre- 
ferred, the par value of each share 
thereof, and the manner and terms of 
converting the capital stock of each 
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of the merging or consolidating cor- 
porations into the stock or obligations 
of such new or consolidated corpora- 
tion, and how and when the directors 
and officers of such new or consoli- 
dated corporation shall be chosen, to- 
gether with all such other provisions 
or details as the directors of the sev- 
eral consolidating or merging corpora- 
tions may deem necessary to perfect 
such merger or consolidation.” (Italics 
added. ] 

Section 3504 defines the powers, 
duties, and liabilities of consolidated 
or merger corporations. Section 3505 
provides for the vesting in consoli- 
dated or merger corporations of the 
rights, privileges, powers, franchises, 
and property of the constituent corpo- 
rations. Section 3506 preserves rights 
of creditors and liens upon the prop- 
erty of the constituent corporations, 
and provides that all debts, liabilities, 
and duties “of each of the said former 
corporations shall thenceforth attach 
to the consolidated corporation.” Sec- 
tion 3507 provides for proceedings in 
case any stockholder dissents from 
merger or consolidation. Section 
3508 gives “such consolidated corpo- 
ration” power to issue bonds or other 
obligations to an amount sufficient 
with its capital stock to provide for 
all payments which it will be required 
to make, or obligations it will be re- 
quired to assume, in order to effect 
“such merger and consolidation,” and 
to issue capital stock to such amount 
as is necessary, to the stockholders of 
the consolidated corporation in ex- 
change or payment for their original 
shares. 

Section 3502 clearly contemplates 
that the unification of two or more 
corporations under Alabama law may 
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be either a merger in which no new 
corporation is formed, or a consolida- 
tion in which all the constituent com- 
panies end their existence and a new 
consolidated corporation is created. 
Sections 3503-3508 seem to provide 
the method of unification and to define 
the results thereof, regardless of 
whether such unification be a merger 
or a consolidation. So far as the 
statutes show, the Alabama legisla- 
ture intended to leave to persons who 
wish to unify two or more corpora- 
tions the choice as to whether or not 
a new corporation shall be formed; 
and then the legislature provided that 
irrespective of which choice was made, 
the mode of procedure and the results 
as to powers, disabilities, liabilities, 
rights of creditors and dissenting 
stockholders, etc., should be the same. 

The agreement under which the 
Alabama Power Company and four 
other companies unified in 1913 sets 
forth with complete clarity the fact 
that those involved in the unification 
chose that no new corporation should 
be formed, but that the four other 
companies should be merged into the 
Alabama Power Company, which 
should preserve an unbroken identity. 

The appellant urges, however, that 
the courts of Alabama have held that 
under the statutes in question a uni- 
fication such as that under considera- 
tion results in the dissolution of all the 
constituent companies and the forma- 
tion of a new corporation. In Jack- 
son v. Ariton Banking Co. (1926) 
214 Ala. 483, 108 So. 359, 45 A.L.R. 
1026, the facts were as follows: In 
1916 the Ariton Banking Company 
and the People’s Bank of Ariton were 
corporations doing business in the 
same town. Each was capitalized at 
21 P.U.R.(N.S.) 
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$25,000. The Ariton Banking Com- 
pany stock had been paid for in full, 
while subscriptions for the People’s 
Bank stock had been only 60 per cent 
paid. In that year, in the language 
of the court, “. these two banks 
were consolidated, or, to use the lan- 
guage of the bill, the People’s Bank 
was merged into the Ariton Banking 
Company.” For the purposes of the 
consolidation or merger both banks 
were appraised, and in the appraisal 
the stock of the People’s Bank was 
treated as only 60 per cent paid. In 
other words, the stockholders of the 
People’s Bank were not given any in- 
terest in the merged or consolidated 
bank in exchange for the unpaid 40 
per cent on their shares. Shares of 
the consolidated bank were issued to 
the shareholders of the Ariton Bank- 
ing Company and the People’s Bank 
in full payment for their interests. In 
1925 the Superintendent of Banks of 
Alabama filed a bill against the Ariton 
Banking Company and former stock- 
holders of the People’s Bank for the 
benefit of creditors owning obligations 
contracted by the Ariton Banking 
Company subsequent to the unifica- 
tion, that company being then insolv- 
ent. The trial court sustained a de- 
murrer by the stockholders of the 
People’s Bank. The supreme court 
of Alabama affirmed this decree. The 
court held that since the unpaid sub- 
scriptions for People’s Bank stock had 
not entered into the appraisal of assets 
in the unification, creditors whose 
rights arose subsequent to the same 
had no cause of action against the 
subscribers to People’s Bank stock, 
since the consolidated or merger cor- 
poration had received full value for 
its stock. The court used the follow- 
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ing language, upon which the appellant 
relies : 

“The consolidated corporation comes 
into existence as a new corporation, 
the constituent corporations being dis- 
solved, and the rights and liabilities 
of the new stockholders, except as lim- 
ited and controlled by the statute, are 
determined by their relation to the new 
corporation. This, we think, is the 


effect of our statute, and this is the 
effect attributed to like statutes in 
(214 Ala. at p. 


other jurisdictions.” 
486. ) 

In this part of the opinion the court 
was considering the proper construc- 
tion of § 3505 in the light of 
§ 3506, and was speaking of the 
rights and liabilities of stockholders in 
the unified corporation. We do not 
think that this case decides the prob- 
lem before us. The sections of the 
statute under which it was decided 
apply with equal force to consolidated 
and merger corporations. Further- 
more, if any corporation retained its 
identity through the unification it was 
the Ariton Banking Company. Un- 
der the Alabama statutes the People’s 
Bank ended its existence whether the 
unification be treated as a consolida- 
tion or a merger, and therefore any 
rights against its shareholders must, 
under § 3505, have been asserted 
through the Ariton Banking Company _ 
whether it was a merger or a consoli- 
dated corporation. 

The appellant also relies upon the 
following language from Alabama, T. 
& N. R. Co. v. Tolman (1917) 200 
Ala. 449, 452, 76 So. 381, 384: 

“The consolidation of corporations, 
under statutes like ours, effects the 
dissolution of the original bodies, ex- 
cept for certain purposes specified, and 
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the creation of a new one, which de- 
rives its rights and powers by virtue 
of the statutes of the state, and like- 
wise its duties and liabilities ; all such 
liabilities and powers being the same 
as those possessed by, or imposed up- 
on, the former corporations. ; 
While the merging corporations con- 
tinue to exist for certain purposes, 
those purposes are limited by the stat- 
ute.” 

But the following passage occurs in 
the opinion immediately prior to the 
language just quoted : 

“While there is a technical differ- 
ence between a merger and a consoli- 
dation of corporations, our statutes 
authorize and provide for both. A 
merger is the absorption of a thing of 
lesser importance, by a greater, where- 
by the lesser ceases to exist, but the 
greater is not thereby increased. A 
consolidation takes place when two or 


more corporations are extinguished, 
and by the same process a new one is 
created, taking over the assets and 
assuming the liabilities of those pass- 


ing out of existence.” (200 Ala. at 
p. 452. ) 

Far from being a determination 
that under the statutes of Alabama 
a unification is necessarily a consolida- 
tion, we think the dictum of the court, 
when quoted in full, indicates just the 
opposite. The Tolman Case was an 
appeal from an order appointing a 
receiver for a corporation which had 
been formed by the consolidation or 
merger of three other corporations. 
The plaintiff who brought the bill was 
“a creditor of two of the merging cor- 
porations; and his debt was secured 
by deeds of trust constituting a lien 
upon parts of the property and assets 
which went into the capital stock of 
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the merger corporation. . . .” The 
court held that under §§ 3504-3508 
of the Alabama Code the plaintiff had 
standing to bring the bill as a creditor 
of the merger corporation. Under the 
Alabama statutes he would have had 
the standing regardless of whether the 
unification were a merger or a consoli- 
dation, since the controlling sections 
apply equally in both cases. 

The appellant relies also upon the 
following language from Alabama 
City, G. & A. R. Co. v. Kyle (1918) 
202 Ala. 552, 555, 81 So. 54, 57: 

“The new corporation thus formed 
possesses by virtue of law all of the 
powers, rights, and privileges of each 
and all of the old corporations con- 
solidated or merged into the new, and 
has imposed on it by law all the duties, 
restrictions, and disabilities of the old, 
unless the powers possessed by the old 
are limited or restricted in the agree- 
ment of consolidation or merger. In 
addition to all the powers possessed by 
each and all of the old corporations, 
the new corporation may have con- 
ferred on it additional powers not in- 
consistent with any of the provisions 
contained in Chap. 69 of the Code, if 
such additional powers are expressed 
in the agreement and acts of consoli- 
dation.” 

In that case the question was 
whether a certain railroad corporation 
had power to execute a contract and a 
note given as a payment thereunder. 
The suit was on the note and the 
defense was that it was wtra vires. 
The defendant corporation had been 
merged or consolidated under general 
laws, but several of its constituent 
corporations had been formed under 
special laws. The court held that the 
new corporation possessed all the 
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powers of its constituent corporations, 
unless limited in the agreement or acts 
of consolidation, plus such additional 
powers as were therein expressed. 
The court then found express provi- 
sion in the agreement of consolidation 
for power to act as a natural person 
and make contracts, and found that 
making the note was therefore within 
the power of the defendant corpora- 
tion. The judgment against the rail- 
road was reversed, however, upon the 
ground that the contract did not run 
to the plaintiff as obligee. We see in 
this case nothing conclusive of the 
question under discussion here. 

We have considered all other Ala- 
bama cases cited by the appellant and 
have made independent search as to 
the Alabama law. We think that none 
of the cases discussed, and none found, 
can be said to hold that the Alabama 
law is that a unification necessarily re- 
sults in the creation of a new corpora- 
tion in the sense that no one of the 
constituent corporations may preserve 
its identity. So far as we have been 
able to discover, the Alabama court 
has not been faced with the problem 
of whether a corporation, with which 
others are united under an agreement 
clearly indicating that the identity of 
the corporation is to be preserved, is 
or is not the same corporation in 
identity as it was before the unifica- 
tion. The language which we quote 
above from the Tolman Case indicates 
that a choice is given by the statutes. 

The Alabama statutes are obviously 
designed to make this choice of as 
little importance as possible to credi- 
tors and dissenting stockholders of the 
constituent corporations. Indeed, so 
far as all things other than the identity 
of the merger or consolidated corpora- 


tion are concerned, there seems to he 
no difference under Alabama law be. 
tween a consolidation and a merger, 
The terms are used indiscriminately in 
almost all the cases which we have 
considered, since none of them was 
concerned with the problem of identi- 
ty. As the court said in State y, 
Atlantic Coast Line R. Co. (1918) 
202 Ala. 558, 560, 81 So. 60, 62: 

“Accurate logicians very properly 
distinguish between the meanings of 
‘consolidation’ and ‘merger.’ Strictly 
speaking, a consolidation means the 
unifying of two or more corporations 
into a single new corporation, having 
the combined capital, franchises, and 
powers of all of its constituents. And, 
strictly speaking, a merger means the 
absorption of one corporation by an- 
other, which retains its name and cor- 
porate identity, with the added capital, 
franchises, and powers of the merged 
corporation. Alabama, T. & N. R. 
Co. v. Tolman (1917) 200 Ala. 449, 
76 So. 381; note 89 Am. St. Rep. 607; 
Noyes on Intercorporate Relations, §§ 
7-11. 

“For most purposes, however, and 
apart from mere questions of identity, 
the result is in each case practically the 
same; and so it is that courts and 
textwriters have usually used the 
terms ‘consolidation’ and ‘merger’ in- 
terchangeably, and, in cases of doubt, 
conjunctively, to express the idea of 
complete corporate union, whether a 
new corporation nominally results or 
whether a constituent corporation is 
nominally preserved.” [Italics in sec- 
ond paragraph added. ] 

The appellant seems also to argue 
that the Supreme Court of the United 
States has held that the result of uni- 
fication of corporations such as that 
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which took place in 1913 is a new cor- 
poration, regardless of what the par- 
ties may stipulate in the agreement to 
unite. The company relies particu- 
larly upon Yazoo & M. V. R. Co. v. 
Adams (1901) 180 U. S. 1, 19, 45 L. 
ed. 395, 21 S. Ct. 240. There the 
court said : 

“While, as stated in Tomlinson v. 
Branch (1873) 15 Wall. (82 U. S.) 
460, 21 L. ed. 189, the presumption 
is that when two railroads are consol- 
idated each of the united lines will be 
respectively held with the privileges 
and burdens originally attaching 
thereto, subsequent cases have settled 
the law that where two companies 
agree together to consolidate their 
stock, issue new certificates, take a 
new name, elect a new board of direc- 
tors, and the constituent companies 
are to cease their functions, a new cor- 
poration is thereby formed subject to 
existing laws. But if, as was the case 
in Tomlinson v. Branch, one road 
loses its identity and is merged in an- 
other, the latter preserving its identi- 
ty, and issuing new stock in favor of 
the stockholders of the former, it is 
not the creation of a new corporation 
but an enlargement of the old one. In 
such case it was held that where the 
company which had preserved its iden- 
tity held as to its own property a per- 
petual exemption from taxation, it 
would not be extended to the property 
of the merged company without ex- 
press words to that effect.”’ 

In the Yazoo Case the court held 
that a unification had created a new 
corporation. The basis of the deci- 
sion is summarized in the following 
language : 

“In view of the terms of the con- 
solidating agreement, to which refer- 
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ence has already been made, and of 
the several acts of the general assem- 
bly of Mississippi authorizing these 
consolidations, we are of opinion that 
a new corporation was contemplated, 
and that, taken together, these several 
documents should be read as if they 
had expressly provided, with legisla- 
tive sanction, for the formation of a 
new association. Exemptions from 
taxation are not favored by law, and 
will not be sustained unless such clear- 
ly appears to have been the intent of 
the legislature.” (180 U. S. at p. 22.) 
(Italics added. ) 

We have examined a number of 
other cases in the Supreme Court, 
among them Tomlinson v. Branch 
(1873) 15 Wall. (82 U. S.) 460, 21 
L. ed. 189; Central R. & Banking Co. 
v. Georgia (1876) 92 U. S. 665, 23 
L. ed. 757; Keokuk & W. R. Co. v. 
Missouri (1894) 152 U. S. 301, 38 
L. ed. 450, 14 S. Ct. 592; Rochester 
R. Co. v. Rochester (1907) 205 U. S. 
236, 51 L. ed. 784, 27 S. Ct. 469. 
These cases do not lay down the rule 
that when a sovereign provides that 
the effect of a unification may be a 
merger and the articles of agreement 
so stipulate, a new corporation is 
nevertheless formed. Instead, these 
cases indicate the rule to be that 
whether or not a new corporation is 
formed depends upon the legislative 
intent, as shown in the statutes which 
govern the effect of the unification, 
and upon the provisions in the articles 
of agreement, considered in the light 
of the statutes. See 5 Cook, Corpora- 
tions (8th ed. 1923) § 897;7 R.C. L. 
§ 144. The statutes of Alabama clear- 
ly provide that the identity of the 
merger corporation may be preserved 
and the identity of the merging cor- 
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porations merged in it. The persons 
in control of the Traction Company 
which brought about the 1913 unifi- 
cation chose with equal clarity that no 
new corporation should be formed. 
The choice is binding. 

The appellant also argues that it 
“seems indefensible” that important 
substantive rights should depend upon 
“such a technicality” as whether or 
not a corporation retained its identi- 
ty. This argument seems to us to 
have little weight under the facts of 
this case. The unification of 1913, it 
must be remembered, caused no 
change of control and was but the 
transmutation of several wholly 
owned subsidiaries into one. The 


first directors of the merger corpora- 
tion were identical with the directors 
of Alabama Power Company prior to 
the merger, and the president was the 


same. All the stock of the “original” 
Alabama Power Company had been 
held by these directors and the Trac- 
tion Company ; all the stock issued by 
the merger corporation in exchange 
for the stock of all the merging cor- 
porations was issued to these directors 
and the Traction Company. And, al- 
though the trial court found that a 
new charter was had for the consoli- 
dated company, the charter was but 
an agreement rather than a formal 
corporate charter with recital of spe- 
cific powers, etc. 

We conclude that under Alabama 
law and the agreement of 1913, the 
Alabama Power Company which was 
formed in 1906 retained its identity 
in the merger of 1913, and is the li- 
censee of the Mitchell dam project. 

We have detailed above the 
amounts which the Commission al- 
lowed as cost of lands involved in 
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Mitchell dam project, and the method 
of computation. We have decided 
that no new corporation was formed 
in the unification of 1913. We there- 
fore proceed to consider the correct- 
ness of the Commission’s determina- 
tion, in the light of the fact that the 
Alabama Power Company organized 
in 1906 is the licensee. 

[6] As to the lands at the Lock 14 
site, other than Parcel 214: Consid- 
erations recited in six deeds were stip- 
ulated to be the actual amount paid by 
the licensee. The allowance of these 
amounts as cost was obviously cor- 
rect. In two deeds, however, as ex- 
plained above, only nominal considera- 
tions were recited and the price paid 
was unknown and unascertainable. In 
view of the provision of the statutes 
for “actual legitimate cost” (§ 797) 
and for “actual reasonable cost” 
(§ 807), the Commission’s allowance 
of what it considered to be fair mar- 
ket value at the time of purchase, com- 
puted upon comparison of the land in- 
volved in these two deeds with what 
had been paid for comparable tracts, 
was proper. 

[7, 8] As to Parcel 214: The Com- 
mission admitted that this had been 
acquired in the merger and decided 
that the cost to the Power Company 
was the value of the land at the time 
of the merger. This it did upon the 
theory that when a corporation ac- 
quires assets in a merger in exchange 
for stock which it issues, the cost to 
it of the assets so acquired is their val- 
ue at that time. This theory is based 
upon the further reasoning that the 
stock issued by the merger corporation 
represents in reality only the assets 
which it gets. We think the theory in 
valuing Parcel 214 was correct. In 


242 





ALABAMA POWER CO. v. McNINCH 


finding what the value of the parcel 
was at the time of the merger the 
Commission based its conclusions up- 
on the last transfer of the land prior 
to the merger. This had been through 
the purchase in 1912 by the Traction 
Company of all the stock of the cor- 
poration which then owned Parcel 
214. The payment which the Trac- 
tion Company made was composed in 
part of securities. The Commission 
reckoned these at market value, which 
had been stipulated. The Power 
Company, in addition to its objection 
that its lump sum of $3,500,000 
should have been allowed as the cost 
of all lands and water rights in the 
Mitchell dam project, asserts that even 
if it be wrong as to this the Commis- 
sion nevertheless erred in allowing 
only market value rather than face 
value of the bonds issued by the Trac- 
tion Company when it acquired com- 
plete stock ownership of the corpora- 
tion holding title to Parcel 214. The 
Power Company’s contention in this 
regard is treated below. 

As to Parcel 9, the lands at Dun- 
can’s Riffle, the actual site of Mitchell 
dam: Three-quarters of this land had 
been conveyed to the Power Company 
for known actual considerations. The 
allowance of these considerations was 
proper. The remaining one-quarter 
had been conveyed directly to the 
Power Company when the land was 
purchased by the Traction Company 
in 1912 and 1913. In this purchase 
the Traction Company paid part cash, 
part stock, and part bonds. In com- 
puting the actual consideration paid, 
the Commission allowed only the mar- 
ket value of the stocks and bonds. As 
in the case of Parcel 214, the licensee 
contends that the Commission erred 
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in failing to allow the face value of 
the bonds. 

The Commission was correct in us- 
ing the market value of bonds in com- 
puting the cost of this quarter of Par- 
cel 9. The stipulation as to market 
value may be reasonably construed to 
mean that the Traction Company 
could have sold its bonds at the mar- 
ket and received cash in exchange. It 
could have thus acquired cash to pay 
for the one-quarter of Parcel 9. The 
figure found by the Commission thus 
represented the fair cash cost of one- 
quarter of Parcel 9. The fact that 
the Traction Company chose to issue 
bonds to the vendor rather than to 
sell the bonds to third persons and pay 
the vendor in cash does not alter this 
fact. Any cost incurred by the neces- 
sity of treating securities at a discount 
should be accounted for as cost of 
financing rather than as cost of lands. 

For much the same reasons, the 
Commission's use of the market value 
of bonds in finding the value of Par- 
cel 214 (which was the cost of that 
parcel to the licensee) was correct. 
The value of the land was computed 
at actual cash market value. We can- 
not say that the Commission was ar- 
bitrary in deciding that the cash price 
of land for which securities have been 
exchanged is not greater than the mar- 
ket value of the securities. 

[9] The Power Company objects 
to the Commission’s allowance of 
$76,135.09 as the actual reasonable 
cost of lands, and the disallowance of 
the $3,500,000 claimed by the Power 
Company as fixed capital not classified 
by prescribed accounts, not only upon 
the ground that the Commission erred 
in failing to recognize the creation of 
a new corporation in 1913, but also 
21 P.U.R.(N.S.) 
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upon the grounds that the Commis- 
sion has not included as part of the 
original cost of the project any al- 
lowance for large expenditures made 
for engineering, financing, and pro- 
motional services in the development 
of the Coosa river, for the increased 
value which each dam site acquired by 
the bringing of all hydroelectric de- 
velopment upon the Coosa river un- 
der common control, or for the value 
of water rights acquired under state 
law. 

[10] The Commission did not ob- 
ject to allowing as part of the cost of 
the project properly allocable expen- 
ditures made for engineering, finan- 
cial, or promotional services. Its fail- 
ure to allow them was based solely up- 
on the failure of the Power Company 
to introduce evidence definitive of the 
total amount of such expenditures and 


of the proportion allocable to the 


project. This failure of evidence is 
unfortunate, since it is only reason- 
able to suppose that a merger of this 
magnitude must have involved consid- 
erable investigation of the properties 
and much negotiation. The Power 
Company’s inability to prove these 
costs is apparently explained by the 
fact that the merger was made long 
before there was any thought of the 
Federal Power Act and for the fur- 
ther reason that the Traction Com- 
pany treated the hydroelectric devel- 
opment of the Coosa river as a unit, 
without any attempt to allocate costs 
to a particular project or a particular 
subsidiary. 

In this situation, with some expen- 
ditures admittedly made, some por- 
tion of which must have been alloca- 
ble to the Mitchell dam project, but a 
failure of proof as to the amount of 
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the expenditures and of the propor- 
tion properly allocable, we cannot say 
the Commission acted arbitrarily in 
refusing to make any allowance. The 
Commission by its own practice al- 
lows reasonable estimated cost when 
actual cost is unascertainable and there 
are trustworthy grounds for an esti- 
mate. It made such estimates, as 
pointed out above, as to part of the 
lands at Lock 14. In the instant situ- 
ation, however, the record shows no 
adequate basis for an estimate of the 
total allowable expenditures for engi- 
neering, financing, and promotional 
services prior to 1913, and no basis 
for an allocation of part of them to 
the Mitchell dam project. Upon the 
present state of the record any esti- 
mate as to this item would have been 
no more than a guess, and this the 
Commission was not required to 
make. 

It is to be noted, however, that the 
licensee purported to include in its 
item of $3,500,000 all expenses con- 
nected with the Mitchell dam project 
through the time of the merger. The 
Commission properly refused to al- 
low the total amount and found the 
value of lands. But since we direct 
the trial court to return the case to the 
Commission for further hearing in 
regard to other items of cost referred 
to below it would be proper for the 
Commission to allow the licensee fur- 
ther opportunity to introduce evidence 
of cost of financing, engineering, and 
promotional services prior to 1913, in- 
cluded within the Power Company's 
claimed figure of $3,500,000. 

[11] As to the contention that the 
Commission failed to allow the added 
value which the lands acquired from 
the bringing of hydroelectric develop- 
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ments on the Coosa river under single 
control: In respect of lands owned by 
the Power Company before it became 
a subsidiary of the Traction Company, 
whatever added value they thereafter 
acquired through the bringing of 
Coosa river developments under com- 
mon control cost the Power Company 
nothing. Since only the cost of lands 
is allowable under the act, the added 
value, if any, was to this extent prop- 
erly omitted from the original cost of 
the licensee in the project. In respect 
of lands which came into the owner- 
ship of the licensee after it had become 
a subsidiary of the Traction Compa- 
ny, we think that the Commission’s 
figure included the added value at- 
tributable to unified control. There 
is ample evidence that the individuals 
and corporations owning these lands 
were well aware that their properties 
were valuable for hydroelectric pur- 


poses, and that they had made exten- 
sive efforts to develop their proper- 


ties for themselves. The sellers, 
therefore, knew the value of the lands 
to any hydroelectric development, and 
their peculiar value to the Traction 
Company. The Commission so rea- 
soned and refused to allow any in- 
crease in value derived from common 
control upon the ground that the con- 
siderations paid by the Traction Com- 
pany for the land reflected this value. 
In this we think the Commission was 
right. 

The contention of the Power Com- 
pany that its lands received an added 
value from the merger of 1913 is un- 
tenable. All the lands involved in the 
merger of 1913 were under the con- 
trol of the Traction Company prior 
to the merger, and the value of lands 
already under common control can- 


245 


not be increased by reducing from five 
to one the number of wholly owned 
subsidiaries holding title to the lands. 
In saying this we do not mean to im- 
ply that the lands here involved may 
not have had an added value when in 
the control of a corporation which 
owned the other available dam sites 
up and down the river. Economical 
development of the river no doubt 
favored that all the sites be owned by 
a single organization, since it might 
well be that locations favorable for a 
hydroelectric plant would have to be 
sacrificed as reservoir lands in order 
to bring to highest usefulness other 
dam sites even more advantageously 
situated. 

[12,13] As to the value of water 
rights acquired under state law: The 
Federal Power Act requires that price 
paid for water rights be reported by 
the licensee, and the Commission is to 
determine the actual legitimate origi- 
nal cost. (16 USCA § 797.) If the 
Federal government takes over the 
project upon expiration of the license, 
the amount which it is to pay is not 
to include any value for water rights 
in excess of the actual reasonable cost 
thereof at time of acquisition by the 
licensee. (16 USCA § 807.) Under 
these provisions the licensee was not 
entitled to an allowance of the value 
of the water rights but could be al 
lowed only the cost to it of such rights, 
As said above, under Alabama law 
companies owning sites upon the Coo- 
sa river could, by filing plans for pro- 
posed developments, acquire without 
cost prior rights to develop the prop- 
erties in accordance with the filed 
plans, and such rights were not sub- 
ject to condemnation. Ala. Code 
(1907) §§ 3627, et seq., 6148-50; cf. 
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State ex rel. Attorney General v. Ala- 
bama Power Co. (1912) 176 Ala. 
620, 58 So. 462. The companies 
which were unified in the merger of 
1913 had filed such plans. To the 
extent that the water rights involved 
in the Mitchell dam project had been 
acquired by the Power Company by 
filing plans, the rights cost the licensee 
nothing and the Commission properly 
allowed nothing. Parcel 214 at Lock 
14, and Parcel 9 at Duncan’s Riffle, 
however, were acquired by the licensee 
from a corporation and individuals in- 
terested in hydroelectric development. 
If any water rights attached to these 
parcels, the price paid for the acquisi- 
tion of the land included the cost of 
the water rights to the licensee. The 
Commission’s allowance of the cost 
of the land in Parcel 214 and Parcel 
9, therefore, included the cost of the 
water rights if any. 

We think, therefore, that the Com- 
mission has made full allowance for 
the water rights at Lock 14 and at 
Duncan’s Riffle. 

[14] The Commission erred, how- 
ever, in failing to consider the cost to 
the licensee of the water right owned 
by the Wetumpka Power Company at 
Lock 15, which was downstream 
from Duncan’s Riffle. No lands at 
Lock 15 are involved in the Mitchell 
dam project and apparently the Com- 
mission for that reason failed to al- 
low the cost of any water rights at 
Lock 15. The record shows, how- 
ever, that the Wetumpka Power Com- 
pany had the right under Alabama 
law to develop Lock 15 by a dam 
which would have impounded water 
to a height which would have flooded 
Duncan’s Riffle, the present site of 
Mitchell dam proper, to a depth of 
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approximately 14 feet. The Mitchell 
dam project therefore was erected in 
derogation of the water right of the 
Wetumpka Power Company at Lock 
15, at least to this extent. The right 
of the Wetumpka Power Company 
passed to the licensee in the merger of 
1913. The trial court should have di- 
rected the Commission to allow the 
introduction of evidence as to the 
cost to the Power Company in 1913 
of the right of the Wetumpka Power 
Company to develop Lock 15 to an 
extent which would have made the 
Mitchell dam project impossible, and 
to allow such cost as part of the origi- 
nal cost of the project. 


II 


[15-17] The Power Company 
claimed as an item of cost a fee of 
$183,540.15 paid to the Dixie Con- 
struction Company for building Mit- 
chell dam. The Commission disal- 
lowed this item upon the ground that 
the Dixie Construction Company was 
a department of the Alabama Power 
Company maintained during the con- 
struction of this and other of its pub- 
lic utility projects with a view to ob- 
taining profits not otherwise allow- 
able under the law. As to this item 
the trial court made the following find- 
ings: 

“11. The fee of 3 per cent repre- 
sented a profit to the construction 
company computed on the direct and 
overhead costs expended by it on the 
project. The direct costs incurred by 
the construction company were al- 
lowed by the Commission. The gen- 
eral administration expense of the 
construction company was disposed of 
by a stipulation with the plaintiff, 
dated December 7, 1931, and adopted 
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by the Commission June 30, 1932, 
which allowed general administration 
expense of the construction company 
in the amount of $224,897.66. 

“12. The plaintiff up until the time 
the construction company was organ- 
ized had a construction department of 
its own which cared for its own con- 
struction activities and in addition did 
outside work for independent parties. 
The Commission found that plaintiff 
would not be entitled to a profit upon 
construction expenditures made in its 
own behalf, and the Dixie Construc- 
tion Company was maintained by the 
plaintiff during the construction of 
project No. 82, and other of its public 
utility projects with a view to ob- 
taining emoluments and profits not 
otherwise allowable, and under such 
circumstances the construction com- 
pany was nothing more than a de- 
partment of the plaintiff and the fee 
of 3 per cent profit on the construc- 
tion expenditures was not a proper 
cost of the project. 


“20. There was substantial evi- 
dence before the Commission to sup- 
port each of the Commission’s find- 
ings of fact challenged by the plain- 
tiff in this cause as arbitrary, contrary 
to the undisputed character of the ev- 
idence, and wholly without support of 
any evidence.” 

The contract between the Dixie 
Construction Company and the Power 
Company for the construction of the 
Mitchell dam project was upon a 3 
per cent cost-plus basis. It is not dis- 
puted that this percentage was reason- 
able, nor is it disputed that the Dixie 
Company did the work as efficiently 
and economically as any other con- 
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struction company could have done it. 
The rejection of the fee by the Com- 
mission as a proper part of actual 
cost of the project must, theretore, 
rest entirely upon the proposition that 
the Dixie Company was nothing more 
than a department of the Power Com- 
pany. The Federal Power Act con- 
templates that the figure involved in 
this proceeding shall be the actual 
legitimate original cost. It seems nec- 
essarily to follow, therefore, that if 
the 3 per cent profit represented by 
the fee had been paid to a construction 
department of the licensee it could 
not have been included as a part of 
what the project cost the licensee. See 
Re Pullman Co. (1931) 36 Inters. 
Com. Rep. (Val.) 845, 851. 

Careful examination of the record 
discloses that there is substantial evi- 
dence to support the finding of the 
Commission and of the trial court 
that the Dixie Construction Company 
was a mere department of the licensee. 
In support of this conclusion the fol- 
lowing facts may be mentioned: The 
Dixie Company and the Power Com- 
pany entered into a blanket contract 
on January 30, 1919, which set forth 
the conditions under which the Dixie 
Company was to do such work as was 
designated by the Power Company 
from time to time. The specific con- 
tract for the construction of Mitchell 
dam, a project with an estimated cost 
of almost $10,000,000, was a letter of 
a few lines. Among the items charged 
to the Dixie Company, apparently 
upon all work it was doing for the 
Power Company, were 95 per cent 
of the expenses of the Power Com- 
pany’s land department; from 2 per 
cent to 30 per cent of the cost of 
the Power Company’s safety de- 
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partment; from 35 per cent to 50 
per cent of the charge of filing and 
general office expense of the Pow- 
er Company; 75 per cent of the time 
of the executive officers of the Power 
Company; and after the first two 
years of construction (apparently of 
the present project), 334 per cent of 
the cost of the Power Company’s ac- 
counting department. The Power 
Company financed construction, and 
approximately 40 per cent of the 
working force of the Dixie Company 
was drawn from Power Company em- 
ployees. Part of the expenses of the 
filing, mailing, and stationery depart- 
ment, the purchasing department, the 
general engineering department, and 
the New York office of the Power 
Company were charged to the Dixie 
Company. The Dixie Company also 
used Power Company engineers in 
the commercial department, Power 


Company executives for public rela- 
tions, and Power Company lawyers on 


legal problems. The stock of the 
Dixie Company was wholly owned by 
the Power Company from the time of 
the incorporation of the Dixie Com- 
pany until 1922, when ownership of 
the Dixie Company stock passed to 
the Winona Coal Company, a wholly 
owned subsidiary of the Traction 
Company. When the contract for the 
construction of Mitchell dam was 
signed the officers of the Power Com- 
pany and the Dixie Company were 
identical. All these facts taken to- 
gether make it impossible for us to 
say that the conclusion reached by 
the Commission and the trial court, 
that the Dixie Construction Compa- 
ny was in fact a department of the 
Power Company, rather than a sub- 
sidiary working in close conjunction 
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with its parent corporation, was un. 
supported by substantial evidence. 
The Power Company contends, 
however, that although contracts be- 
tween affiliated corporations are open 
to close scrutiny by regulatory bodies, 
and the reasonableness of the con- 
tract payments must be proved, it is 
settled that the business of the utility 
is to be considered separate from that 
of its affiliated corporation, and that 
the affiliated corporation is entitled to 
a fair return for the services rendered. 
It relies upon Dayton Power & Light 
Co. v. Ohio Pub. Utilities Commis- 
sion (1934) 292 U. S. 290, 78 L. ed. 
1267, 3 P.U.R.(N.S.) 279, 54S. Ct. 
647; Columbus Gas & Fuel Co. v. 
Ohio Pub. Utilities Commission 
(1934) 292 U. S. 398, 78 L. ed. 1327, 
4 P.U.R.(N.S.) 152, 54 S. Ct. 763, 
91 A.L.R. 1403; Smith v. Illinois Bell 
Teleph. Co. (1930) 282 U. S. 133, 75 
L. ed. 255, P.U.R.1931A, 1, 51S. Ct. 
65; Illinois Bell Teleph. Co. v. Gilbert, 
3 F. Supp. 595, P.U.R.1933E, 301, 
reversed on other grounds sub nom. 
Lindheimer v. Illinois Bell Teleph. Co. 
(1934) 292 U. S. 151, 78 L. ed. 1182, 
3 P.U.R.(N.S.) 337, 54 S. Ct. 658; 
Houston v. Southwestern Bell Teleph. 
Co. 259 U. S. 318, 66 L. ed. 961, 
P.U.R.1922D, 793, 42 S. Ct. 486; 
United Fuel Gas Co. v. Kentucky R. 
Commission, 278 U. S. 300, 73 L. ed. 
390, P.U.R.1929A, 433, 49 S. Ct. 
150. These cases may be said to es- 
tablish the rule that in determining 
whether a rate required to be charged 
by a public utility is confiscatory its 
operating expenses may include rea- 
sonable charges paid to affiliated cor- 
porations for services rendered to the 
company whose rates are questioned. 
A typical example is found in the 
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prices paid to the Western Electric 
Company by other affiliates, local tele- 
phone companies, of the American 
Telephone and Telegraph Company 
for materials sold to them by the 
Western Electric Company. In deter- 
mining the fairness of rates charged 
by such local telephone companies 
their operating expenses may include 
the cost of purchases from the West- 
ern Electric Company although the 
prices charged by the Western Elec- 
tric Company give it a profit upon the 
sale. 

It is well settled, however, that the 
corporate entity may be disregarded 
when failure to do so would enable 
the corporate device to be used to cir- 
cumvent a statute. Cf. United States 
v. Lehigh Valley R. Co. (1911) 220 
U. S. 257, 55 L. ed. 458, 31 S. Ct. 
387; Chicago, M. & St. P. R. Co. v. 
Minneapolis Civic & Commerce Asso. 


(1918) 247 U. S. 490, 62 L. ed. 1229, 
38 S. Ct. 553; United States v. Read- 
ing Co. (1920) 253 U. S. 26, 64 L. 


ed. 760, 40 S. Ct. 425. We think 
that this principle, rather than that 
relied upon by the licensee, is appli- 
cable here. We are not here consider- 
ing whether rates charged by the Pow- 
er Company are reasonable or whether 
the enforcement of any given rates 
would be confiscatory, but rather 
whether a figure asserted to be the 
actual cost to that company as a li- 
censee under the Federal Power Act 
of constructing the Mitchell dam proj- 
ect truly represents actual cost. 

The statute in insisting upon actual 
legitimate cost must be taken to for- 
bid inflation of cost by any device; 
and the finding that the Dixie Con- 
struction Company was a department 
of the licensee, since it is supported 
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by substantial evidence, cannot be dis- 
turbed. If, as the Commission found, 
the Dixie Company was but the con- 
struction department of the Power 
Company, to allow a 3 per cent fee on 
the costs of the “Dixie Company” 
would be to allow 3 per cent more than 
the actual cost to the Power Company 
of the work. Our conclusion is that 
the disallowance of the Dixie fee was 
correct. Cf. Kansas City S. R. Co. 
(1919) 75 Inters..Com. Rep. 223, 
233. 


Ill 


[18] Concerning the Commission’s 
refusal to allow taxes paid on project 
lands prior to the construction period: 

The Federal Power Act provides 
that ‘‘the term cost shall include, in so 
far as applicable, the elements thereof 
prescribed in said classification [of in- 
vestment in road and equipment of 
steam roads, issue of 1914, Interstate 
Commerce Commission], . . .” [41 
Stat. 1063, as amended by 49 Stat. 
838; 16 USCA § 796 (13) (Supp. 
1936) ]. 

The Interstate Commerce Commis- 
sion classification thus referred to has 
an Account No. 75, “Taxes,” which 
“shallinclude . . . all tax- 
es . . . levied and paid on proper- 
ty belonging to the carrier during con- 
struction and before the facilities are 
used for commercial operations, . . .” 

The Power Commission’s system of 
accounts includes Account No. 393 en- 
titled “Taxes during Construction.” 
This account provides for the allow- 
ance of taxes “levied and paid on prop- 
erty belonging to the licensee while 
such property is under construction, 
and before the plant is open for com- 
mercial operation.” 
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Actual physical construction of the 
Mitchell dam project began on August 
1, 1921, and the project was placed 
in commercial operation August 15, 
1923. The Power Company’s initial 
cost statement showed taxes actually 
paid on parcels of land included in the 
Mitchell dam project from 1914 to 
the beginning of actual construction, 
amounting to $910.54. 

The chief accountant of the Com- 
mission recommended that this entire 
amount be disallowed. The Commis- 
sion, however, held that some period 
prior to the start of actual construc- 
tion was reasonably necessary for pre- 
liminary work, such as investigations, 
designs, the acquisition of necessary 
land, etc. It adopted three years as the 
extent of this prior period for the rea- 
son that preliminary investigations and 
other activities with reference to this 
project showed fair continuity after 
July 1, 1918, and also because a pre- 
liminary permit granted under § 797 
(f) of 16 USCA, is limited to three 
years. It therefore allowed such of 
the taxes as had been paid after July 
1, 1918. This allowance amounted to 
$683.09. The remainder of the 
claimed taxes paid upon the project 
lands, that is those paid prior to July 
1, 1918, were disallowed. These 
amounted to $227.45. 

There is no dispute that taxes in 
the sum of $227.45 were actually paid 
by the licensee prior to July 1, 1918, 
or that such taxes were reasonable in 
amount. We are thus faced with the 
question whether taxes paid upon 
project lands prior to construction 
must be allowed as an item of cost. 
The Power Company contends that 
they must, because the Interstate Com- 
merce Commission allows as costs 
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taxes paid on property from the time 
of its acquisition until it goes into 
service. For this proposition the 
Power Company relies upon Kansas 
City S. R. Co. supra, at p. 231, of 75 
Inters. Com. Rep. There the Inter- 
state Commerce Commission said: 

“Account No. 75, taxes.—The 
bureau shows $9,785.62 in the invest- 
ment cost as taxes paid during con- 
struction, whereas the carrier claims 
that it actually paid $167,279.16, 
which accrued to November 1, 1897, 
and asks that this amount be included. 
As stated in our discussion of interest 
during construction, the property of 
the carrier was constructed by sections, 
some of which were opened for oper- 
ations before November, 1897. The 
amount of taxes claimed by the carrier 
is the aggregate of taxes paid upon the 
different sections up to the time each 
section was put into operation. The 
investment cost should include taxes 
which accrued during the period prior 
to the beginning of operations and the 
valuations will be corrected accord- 
ingly.” In the language relied on, 
however, the Interstate Commerce 
Commission was discussing taxes paid 
during construction, and there is noth- 
ing in this decision to indicate that 
taxes paid prior to construction are al- 
lowed by the Commission as an item of 
cost. Search of the Interstate Com- 
merce Commission decisions has failed 
to disclose any ruling that taxes paid 
prior to the construction period are 
reckoned as a part of cost. 

The Power Commission in its brief 
concedes that: “It is the practice of 
the Interstate Commerce Commission 
in valuation cases under § 19a of the 
Interstate Commerce Act to permit the 
inclusion, as a part of the cost of land 


250 





ALABAMA POWER CO. v. McNINCH 


taxes paid thereon, from the date of 
the acquisition by the carrier until the 
date upon which the land is trans- 
ferred to the primary road account for 
transportation purposes.” No cita- 
tion is given as supporting this con- 
cession other than the Kansas City 
Southern Railway Company decision 
referred to above. After having made 
the concession the Power Commission 
attempts to demonstrate that the Fed- 
eral Power Act prohibits the allowance 
of taxes on land prior to construction, 
despite the asserted practice of the 
Interstate Commerce Commission. 
Notwithstanding the concession of 
the Power Commission as to the prac- 
tice of the Interstate Commerce Com- 
mission, we find, as above stated, no 
ruling of the Interstate Commerce 
Commission which indicates that taxes 
paid prior to the construction period 
are a part of cost, and we are bound 
to be guided by the rulings as we find 
them. The Interstate Commerce Com- 
mission system of accounts makes 
only one provision as to taxes and 
that, Account No. 75, includes only 
taxes during construction. The Ac- 
count No. 2 of the Interstate Com- 
merce Commission entitled “Land for 
Transportation Purposes” includes as 
one item of expense “Taxes accrued 
and assumed at time of purchase.”’ 
Although the general instructions in- 
dicate that listed items of expense are 
merely representative and do not ex- 
clude from the account analogous 
items omitted, we find nothing in the 
Land Account which would indicate 
that in it should be included taxes paid 
after acquisition and prior to the con- 
struction period. We therefore con- 
clude that the disallowance of taxes 
paid prior to July 1, 1918, was proper. 
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In support of this conclusion it may 
be further noted that under 16 USCA 
§ 807, the price which is to be paid by 
the United States upon recapture of 
the project is not to include any value 
allowed for lands “in excess of the 
actual reasonable cost thereof at the 
time of acquisition by the licensee: 

” The Power Company at- 
tempts to answer this provision of the 
statute with the argument that taxes 
should be allowed not as part of the 
value of the land but as part of the 
cost of withholding from productive 
use the funds invested in land. There 
is cogency to this argument, but since 
Congress has made the practice of the 
Interstate Commerce Commission the 
criterion by which the Power Com- 
mission must set up the accounts of 
licensees, we think that taxes paid 
prior to construction cannot be includ- 
ed as an item of cost. 

In respect of the taxes allowed, we 
cannot say that the 3-year period 
deemed necessary for preliminary 
work was arbitrarily short. We there- 
fore think the trial court properly sus- 
tained the Commission’s determina- 
tion as to the amount of taxes. 


IV 


[19] Concerning the Commission’s 
refusal to allow interest upon precon- 
struction expenditures : 

The Interstate Commerce Commis- 
sion’s system of accounts, referred to 
above, in Account No. 76, “Interest 
during Construction,” provides : 

“When any bonds, notes, or other 
evidences of indebtedness are sold, or 
any interest-bearing debt is incurred 
for acquisition and construction of 
original road and equipment, exten- 
sions, additions, and betterments, the 
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interest accruing on the part of the 
debt representing the cost of property 
chargeable to road and equipment ac- 
counts (less interest, if any, allowed 
by depositaries on unexpended bal- 
ances) after such funds become avail- 
able for use and before the receipt or 
the completion or coming into service 
of the property so acquired shall be 
charged to this account. 


“This account shall also include rea- 
sonable charges for interest, during 
the construction period before the 
property becomes available for service, 
on the carrier’s own funds expended 
for construction purposes.” 

The Power Commission’s system of 
accounts in its Account No. 394 has 
an almost exactly similar provision as 
follows : 

“When any bonds, notes, or other 
evidences of indebtedness are sold, or 
any interest-bearing debt is incurred, 
for acquisition or construction of plant 
and equipment, the interest accruing 
on the part of the debt representing 
cost of property chargeable to fixed 
capital accounts (less interest, if any, 
allowed on unexpended balances) af- 
ter such fund becomes available for 
use and before the receipt or the com- 
pletion or coming into service of the 
property so acquired, shall be included 
in this account. 

“This account shall also include rea- 
sonable charges for interest during the 
construction period on the licensee’s 
own funds used temporarily during 
such period for construction purpos- 
es.”” 

The Commission and the Power 
Company stipulated that the method 
of computing interest was satisfactory 
to both, and that the rate of 7} per 
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cent per annum was Satisfactory for 
application to the preconstruction 
period if it were finally determined 
that interest is allowable during that 
period on preconstruction expendi- 
tures. The Commission on final hear- 
ing decided that three years prior to 
the beginning of actual physical con- 
struction should be included as part 
of the construction period for the pur- 
pose of estimating interest. The rea- 
sons for the inclusion of this period 
and for the determination of its length 
have been set out above. The Com- 
mission refused to allow any interest 
for the period prior to three years be- 
fore the beginning of actual construc- 
tion. 

The Power Company contends that 
interest should be computed over a 
period extending from the time funds 
were expended until the project was 
put into productive use. We find no 
authority in the Interstate Commerce 
Commission system of accounts for 
the allowance of interest over a period 
longer than that of construction. See 
Kansas City S. R. Co. supra; cf. Re 
Central Vermont Transp. Co. (1926) 
114 Inters. Com. Rep. 579. Indeed, 
this item is governed by much the 
same considerations as those discussed 
in connection with the disallowance of 
preconstruction taxes. There was no 
error in the Commission’s refusal to 
allow interest accruing prior to the 
construction period as determined by 
it. 


V 


[20] Concerning the Commission’s 
refusal to allow more than out-of- 
pocket cost of electric energy supplied 
by the licensee for construction pur- 


poses : 
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The Power Company furnished a 
total of 6,132,175 kilowatt hours to 
the Mitchell dam project for use in its 
construction. The cost of any addi- 
tional plant, equipment, or other facil- 
ities especially required to be installed 
or employed for the purpose of fur- 
nishing this energy was allowed by 
the Commission as a proper part of the 
cost of construction of the project. 

The parties stipulated: “that the 
standard commercial rates which, dur- 
ing the period involved, the licensee 
was required by the laws of Alabama 
to charge one of its customers for this 
class of power averaged 1.187 cents 
per kilowatt hour; that the total cost 
to the licensee of furnishing the above 
amount of power to said project, in- 
cluding proper proportionate alloca- 
tions for taxes, depreciation, and in- 
terest on investment, as nearly as the 
same may practicably be determined, 
was an average of 1.187 cents per kilo- 
watt hour, or a total of $72,788.92. 

“It is further agreed that the incre- 
ment cost of such energy so furnished 
by the licensee (that is, the additional 
cost which licensee incurred in prepar- 
ing and standing ready to furnish the 
energy to be required in the construc- 
tion of the project, and in furnishing 
such energy in the above amount over 
and above the total cost which licensee 
would otherwise have sustained, and 
exclusive of any return on the invest- 
ment used and useful in generating 
and delivering such energy) was, as 
nearly as may be practicably de- 
termined, an average of five mills per 
kilowatt hour, or a total of $30,- 
660.88.” 

The Commission allowed only out- 


of-pocket cost, in the amount of $30,- 
660.88, 
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The Power Company is entitled to 
some allowance for the cost of electric 
energy produced by it and used in the 
construction of the Mitchell dam 
project. This cost may be likened to 
that of a railroad carrier for the trans- 
portation of men, materials, supplies, 
and equipment over its own line for 
construction purposes. The Interstate 
Commerce Commission system of ac- 
counts clearly contemplates that such 
expense of transportation shall be in- 
cluded as a part of the cost of con- 
struction. This inclusion is specified 
in Par. 4(e) of the General Instruc- 
tions and in Account No. 43. The 
Power Commission contends, how- 
ever, that only out-of-pocket cost may 
be allowed. The Commission relied 
upon the fact that the Interstate Com- 
merce Commission’s system of ac- 
counts includes “Expense to the car- 
rier of transporting men and materials 


over its own line,” and upon the latter 
Commission’s practice of computing 
this allowance on a convenient figure 


per ton-mile. The Commission cites 
Re San Pedro, L. A. & S. L. R. Co. 
(1923) 75 Inters. Com. Rep. 463, 
485. The Interstate Commerce Com- 
mission was there estimating the cost 
of reproduction new, and allowed a 
rate of .5 per cent on the ground that 
its investigations showed that this 
rate “approximates closely the proba- 
ble actual expense of the handling of 
this class of traffic.” The carrier’s 
attempt to justify a higher rate per 
ton-mile, which rate included consid- 
eration of maintenance, engineering, 
and all other expenses in connection 
with the movement of traffic, was re- 
jected upon the ground that such over- 
head expenses were included in other 
accounts. We think that this decision 
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cannot control the question before us. 
In the instant case it has been stipulat- 
ed that the rate for which the Power 
Company contends includes proper 
proportionate allocations for taxes, de- 
preciation, and interest on investment. 
We think that this stipulation, fairly 
construed, means that the charge for 
the items of overhead named has not 
been included in any other account. 


The sum which the Power Company 
contends should be allowed for energy 
furnished for construction purposes 
is figured at the commercial rate. The 
Power Company contends that under 
the laws of Alabama it was required 
to charge this rate to the Dixie Con- 
struction Company. As we have 
pointed out in our discussion of the 
fee of the Dixie Company, the Com- 
mission was entitled to look through 
the corporate entity, and the sum 
claimed by the Power Company can- 
not be justified upon the theory that 
the electricity was sold to an independ- 
ent corporation. 

We think, however, that the Com- 
mission erred in failing to allow more 
than the out-of-pocket cost of energy 
furnished for construction purposes. 
In a proceeding subsequent to that 
here involved the Commission has al- 
lowed for power furnished by a li- 
censee for construction purposes a 
rate which included the cost of carry- 
ing the licensee’s investment in gen- 
erating plants and line and which also 
included taxes, depreciation, operation, 
and maintenance charges. Portland 
General Electric Company, H. R. Doc. 
No. 26, 74th Cong., Ist Sess. (1935) 
(Federal Power Commission Report 
for 1934) 227, 241. The Commis- 
sion here attempts to distinguish that 
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decision upon the ground that here the 
parties have stipulated that the cost of 
additional plant equipment or other fa- 
cilities especially required to be in. 
stalled or employed for the purposes 
of furnishing energy to the Mitchell 
dam project has been charged and al- 
lowed in other accounts as part of the 
cost of construction. We do not think 
the distinction valid. The rate claimed 
by the Power Company does not in- 
clude the cost of additional plant 
equipment or other facilities, so the 
fact that the cost of this item has been 
allowed cannot distinguish the Port- 
land General Electric Company deci- 
sion. The licensee should be allowed 
a charge which includes proper pro- 
portionate allocations for taxes, depre- 
ciation, and maintenance. The stipu- 
lation asserts that the charge includes 
a proper allocation of “interest on in- 
vestment.” What this means is not 
clear. If it means that the charge 
which the Power Company claims in- 
cludes a profit to it upon the power 
furnished, to that extent the charge 
should be reduced. If, however, no 
profit is included in the claimed 
charge, it should be allowed. In brief, 
the Power Company is entitled to its 
out-of-pocket cost in furnishing the 
power, plus proper proportionate al- 
locations for taxes, depreciation, main- 
tenance, and interest charges upon its 
investment, but without the addition 
of any profit. 

The Commission, in its report, in- 
dicated that to allow the amount 
claimed by the Power Company would 
result in duplicating the burden upon 
the public of the system overhead, 
since due allowance for the system 
overhead had already been made in 
fixing the rates chargeable to the pub- 
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lic. This argument seems somewhat 
opposed to the stipulation that proper 
proportionate allocations of overhead 
were included in the Power Com- 
pany’s charge. The allocations could 
hardly have been in proper proportion 
if they would result in duplication. 
Be that as it may, we think the argu- 
ment is fallacious. The Commission 
was required to determine cost to the 
licensee, and that fairly includes total 
cost of energy supplied. Whatever 
basis the regulatory body of the state 
may in the future consider in fixing 
commercial rates for the licensee is 
immaterial. That body will then be 
fixing a nonconfiscatory rate for the 
Power Company, based upon its entire 
investment, and can then concern itself 
with duplications, if any. The Com- 
mission was here determining the cost 
to the Power Company of a particular 
project. 

In summary: We hold that the trial 
court correctly sustained the Commis- 
sion’s allowances for land, taxes, and 
interest, and its refusal to allow the 
fee of the Dixie Construction Com- 
pany. But we hold further that the 


trial court should have directed the 
Commission to consider the cost of 
the water right at Lock 15 and to have 
required the Commission to allow not 
merely the out-of-pocket cost of elec- 
tric energy but the total cost exclusive 
of profit, and therefore to have re- 
quired the Commission to determine 
whether or not the rate of 1.187 per 
kilowatt hour included any element of 
profit. We further hold that since 
the case must be returned to the Com- 
mission in respect of the foregoing 
items, it would be proper for the Com- 
mission to allow the licensee further 
opportunity to introduce evidence of 
the cost of financing, engineering, and 
promotional services prior to 1913 in- 
cluded in the Power Company’s 
claimed figure of $3,500,000. 

We therefore reverse the decree of 
the trial court with orders to direct 
the Federal Power Commission to pro- 
ceed in accordance with this opinion. 

Reversed with directions. 


Van Orsdel, Associate Justice, sat 
during the argument of this case, but 
died before the opinion was prepared. 
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requiring an interstate pipe-line company to produce records of inter- rT 
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ceeding relating to rates of an affiliated intrastate public utility company trans 
to which it supplies gas, even without proof of common control or want Okla 
of arm’s length bargaining, does not infringe the commerce clause of the purst 
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pipe-line company to produce evidence for use in a rate proceeding against ural ( 

an affiliated intrastate utility company on the assumption that the Com- fino! 
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4. An equity court is free to withhold its aid, by way of injunction against ee 
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mission acts provides an adequate administrative remedy, p. 260. tried { 


[December 6, 1937.] ship. 
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Fyne from order of District Court denying an injunction to 


restrain enforcement of a state Commission order requir- a 
nvest 
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Distri 
¥ ment | 


ing the production of certain records and statements; affirmed. 
For decision by lower court, see 19 P.U.R.(N.S.) 477. 


Commerce Commission, from enforc- direct 
ing an order by which appellant was Sec 
directed to open its records and ac- lic Ut 
counts to inspection by the Commis- Chap. 
sion and to furnish certain statistical = 
data for use in a proceeding pending - 


APPEARANCES: Douglas F. Smith, 
of Chicago, Illinois, argued the cause 
for appellant ; Harry R. Booth, of Chi- 
cago, Illinois, argued the cause for ap- 
pellees. 


Mr. Justice STONE delivered the 
opinion of the court: This appeal 
presents the question whether the court 
below rightly denied an application for 
an interlocutory injunction restraining 
appellees, members of the Illinois 


before it. The proceeding was 
brought to fix rates charged for gas 
sold in Illinois by the Chicago District 
Pipe Line Company, an affiliated cor- 
poration. 

Appellant, a Delaware corporation, 
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sells in Illinois natural gas, which it 
transports through its pipe lines from 
Oklahoma to points in Illinois where, 
pursuant to a long-term contract, it 
delivers the gas to the District Com- 
pany, an Illinois corporation. The 
latter is engaged in intrastate com- 
merce in Illinois where it sells the gas, 
which it purchases from appellant, to 
other companies which in turn distrib- 
ute the gas to consumers within the 
state. The rates of the District Com- 
pany are subject to regulation by the 
Commission, as provided by the II- 
linois Public Utilities Act. All its 
shares of stock are owned by the Nat- 
ural Gas Investment Company, an II- 
linois corporation, which owns 26.63 
per cent of the outstanding shares of 
appellant. Of the eight or nine direc- 
tors of appellant, at all times since its 
incorporation, two have been members 
of the board of directors of either the 
Investment Company or of corpora- 
tions wholly controlling it or the Dis- 
trict Company, through stock owner- 
ship. The Commission has found 
that the president of the District Com- 
pany is president and director of the 
Investment Company and a director of 
appellant, and that a director of the 
District Company and of the Invest- 
ment Company is a vice president and 
director of appellant. 

Section 8a (2) of the Illinois Pub- 
lic Utilities Act, Ill. Rev. Stat. 1937, 
Chap. 111%, § 8a, gives the Commis- 


sion jurisdiction over “affiliated inter- 
ests having transactions, other than 
ownership of stock and receipt of divi- 
dends thereon, with public utilities un- 
der the jurisdiction of the Commis- 
sion, to the extent of access to all ac- 
counts and records of such affiliated 
interests relating to such transactions 

and to the extent of authority 
to require such reports with respect to 
such transactions to be submitted by 
such affliated interests, as the Com- 
mission may prescribe.” The subsec- 
tion defines “affiliated interests” as 
meaning : 

“(c) Every corporation, 10 per 
centum or more of whose voting cap- 
ital stock is owned by any person or 
corporation owning 10 per centum or 
more of the voting capital stock of 
such public utility, 

“(f£) Every corporation which has 
one or more elective officers or one or 
more directors in common with such 
public utility.” ? 

In November, 1936, the Commis- 
sion, in the exercise of its authority 
under the act, began a proceeding to 
which the District Company was, and 
appellant was not, a party, to deter- 
mine whether the rates charged by the 
District Company should be reduced. 
After hearing evidence, the Commis- 
sion found that appellant was an affil- 
iate of the District Company and that 
in order to fix reasonable rates for the 
sale of gas by the latter, inquiry was 





1Section 8 (a) (2) also provides that 
“affliated interests” mean: 

“(g) Every corporation or person which 
the Commission may determine as a matter of 
fact after investigation and hearing is actually 
exercising any substantial influence over the 
Policies and actions of such public utility even 
though such influence is not based upon stock 
holding, stockholders, directors, or officers to 
the extent specified in this section. 

(h) Every person or corporation who or 
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which the Commission may determine as a 
matter of fact after investigation and hearing 
is actually exercising such substantial influence 
over the policies and actions of such public 
utility in conjunction with one or more other 
corporations or persons with which or whom 
they are related by ownership or blood rela- 
tionship or by action in concert that together 
they are afhliated with such public utility 
within the meaning of this section even though 
no one of them alone is so affiliated.” 
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necessary into its operating charges 
including the cost of gas purchased 
from appellant. The. Commission ac- 
cordingly made an order, the validity 
of which is assailed here, directing 
that appellant make available for ex- 
amination by the Commission all of 
its accounts and records relating to 
transactions between it and the Dis- 
trict Company. It further ordered 
that appellant file with the Commis- 
sion a report of the cost of property 
used in, and a statement of income and 
expenses in connection with, supply- 
ing gas to the District Company; or, 
in the alternative, that it report to 
the Commission a statement of the 
cost of all properties used by it in the 
business of transporting and selling 
natural gas, together with a statement 
of the income and expenses of such 
operations. 

In the present suit in equity, brought 
in the district court for northern II- 
linois, petitioner prayed that appellees 
be enjoined from enforcing the order 
and that it be set aside as made with- 
out authority of state law, and on the 
further grounds that the statute and 
order are invalid because they violate 
the commerce, equal protection, and 
due process clauses of the Federal 
Constitution. The case comes here on 
appeal, Judicial Code, § 266, 28 US 
CA § 380, from the order of the 
district court of three judges, which 
denied an interlocutory injunction. It 
held that appellant had failed to show 
that the order infringed any constitu- 
tional immunity or that appellant 
would suffer irreparable injury by rea- 
son of the action of the Commission. 

The court thought that the Com. 
mission, in conducting the pending 
rate proceeding, and in investigating 


the reasonableness of the operating 
costs of the District Company, was 
entitled to the information it sought, 
which might be disclosed by an ex. 
amination of appellant’s accounts and 
records; that for that purpose the 
Commission would have been entitled 
to compel their production by sub- 
poena ; and that as appellant had failed 
to present to the Commission any ob- 
jection to the breadth of the order, 
or to the use of an order rather than 
a subpcena to secure the information, 
no case was made for the interposi- 
tion of a court of equity. 

[1, 2] First. The appellant assails 
the statute as unconstitutional -so far 
as it authorizes the Commission to 
obtain from appellant’s books and rec- 
ords any information bearing upon the 
reasonableness of the price of gas sold 
to the District Company. Appellant 
recognizes that the absence of “arm’s 
length bargaining’”’ between contract- 
ing affiliates is sufficient to support 
such an inquiry, and may be an ade- 
quate ground, in fixing the reasonable 
rates of a public utility company, for 
disregarding the price at which it pur- 
chases the commodity distributed. 
See Westera Distributing Co. v. Kan- 
sas Pub. Service Commission, 285 U. 
S. 119, 76 L. ed. 655, P.U.R.1932B, 
236, 52 S. Ct. 283. But it is said that 
here the statute infringes the com- 
merce clause and the Fourteenth 
Amendment because it authorizes the 
inquiry without proof of common con- 
trol or want of arm’s length bargain- 
ing; that the Constitution forbids all 
inquiry as to the relations between the 
two companies and the prices at which 
the gas is sold by one to the other, in 
advance of proof of their common 
control or other evidence that the bar- 
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gaining was not at arm’s length. As- 
suming, without deciding, that the 
breadth of this attack relieves appel- 
lant of the necessity of applying to the 
Commission to vacate its order before 
seeking equitable relief in the Federal 
courts, see Hollis v. Kutz, 255 U. S. 
452, 65 L. ed. 727, P.U.R.1921C, 637, 
41 S. Ct. 371; cf. United States v. 
Sing Tuck (1904) 194 U. S. 161, 167, 
48 L. ed. 917, 920, 24 S. Ct. 621, we 
think that the objection is not substan- 
tial. 

We can find in the commerce clause 
and the Fourteenth Amendment no 
basis for saying that any person is 
immune from giving information ap- 
propriate to a legislative or judicial 
inquiry. A foreign corporation en- 


gaged exclusively in interstate com- 
merce within the state is amenable to 
process there as are citizens and cor- 
porations engaged in local business. 


International Harvester Co. v. Ken- 
tucky (1914) 234 U. S. 579, 58 L. ed. 
1479, 34 S. Ct. 944. It is similarly 
subject to garnishment and writ of 
attachment. Davis v. Cleveland, C. C. 
& St. L. R. Co. (1910) 217 U.S. 157, 
54 L. ed. 708, 30 S. Ct. 463, 27 L.R.A. 
(N.S.) 823, 18 Ann. Cas. 907. It 
can be deemed to be no less subject, 
on command of a state tribunal, to the 
duty to give information appropriate 
to an inquiry pending there. The 
present investigation is not a regula- 
tion of interstate commerce and it 
burdens the commerce no more than 
the obligation owed by all, even those 
engaged in interstate commerce, to 
comply with local laws and ordinances, 
which do not impede the free flow of 
commerce, where Congress has not 
acted. Smith v. Alabama (1888) 124 
U.S. 465, 31 L. ed. 508, 8 S. Ct. 564; 
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Red “C” Oil Mfg. Co. v. Board of 
Agriculture (1912) 222 U. S. 380, 56 
L. ed. 240, 32 S. Ct. 152; Minnesota 
Rate Cases (Simpson v. Shepard) 
[1913] 230 U. S. 352, 402, 57 L. ed. 
1511, 1542, 33 S. Ct. 729, 48 L.R.A. 
(N.S.) 1151, Ann. Cas. 1916A, 18; 
Clyde Mallory Lines v. Alabama ex 
rel. State Docks Commission (1935) 
296 U. S. 261, 80 L. ed. 215, 56 S. Ct. 
194, and cases cited. 

This court has often recognized 
that the reasonableness of the price 
at which a public utility company buys 
the product which it sells is an appro- 
priate subject of investigation when 
the resale rates are under considera- 
tion, and that any relationship between 
the buyer and seller which tends to 
prevent arm’s length dealing may have 
an important bearing on the reason- 
ableness of the selling price. United 
Fuel Gas Co. v. Kentucky R. Com- 
mission, 278 U. S. 300, 320, 73 L. 
ed. 390, 401, P.U.R.1929A, 433, 49 
S. Ct. 150; Smith v. Illinois Bell 
Teleph. Co. (1930) 282 U. S. 133, 
144, 75 L. ed. 255, 260, P.U.R.1931A, 
1, 51 S. Ct. 65; Western Distributing 
Co. v. Kansas Pub. Service Commis- 
sion, supra; Dayton Power & Light 
Co. v. Ohio Pub. Utilities Commis- 
sion (1934) 292 U. S. 290, 78 L. ed. 
1267, 3 P.U.R.(N.S.) 279, 54 S. Ct. 
647. We have not said, nor do we 
perceive any ground for saying, that 
the Constitution requires such an in- 
quiry to be limited to those cases 
where common control of the two 
corporations is secured through own- 
ership of a majority of their voting 
stock. We are not unaware that, as 
the statute recognizes,® there are oth- 
er methods of control of a corporation 





2 See footnote 1, supra. 
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than through such ownership. Com- 
mon management of corporations 
through officers or directors, or com- 
mon ownership of a_ substantial 
amount, though less than a majority 
of their stock, gives such indication 
of unified control as to call for close 
scrutiny of a contract between them 
whenever the reasonableness of its 
terms is the subject of inquiry. In 
these circumstances appellant can 
hardly object to the attempted inquiry 
into the fairness of the price. Cf. 
Corsicana Natl. Bank v. Johnson 
(1919) 251 U. S. 68, 90, 64 L. ed. 
141, 155, 40 S. Ct. 82, and cases cit- 
ed; Geddes v. Anaconda Copper Min. 
Co. (1921) 254 U. S. 590, 599, 65 
L. ed. 425, 432, 41 S. Ct. 209; West- 
ern Distributing Co. v. Kansas Pub. 
Service Commission, supra; Globe 
Woolen Co. v. Utica Gas & E. Co. 
(1918) 224N. Y. 483, 121 N. E. 378. 
The price itself may be found to be so 
exorbitant as to persuade that the bar- 
gaining was not at arm’s length. Cor- 
sicana Natl. Bank v. Johnson, supra. 
We cannot say that the Illinois stat- 
ute is subject to any constitutional in- 
firmity in so far as it demands access 
to the books and accounts of appellant 
or requires production of the infor- 
mation which the order seeks. 

[3] Second. Appellant also chal- 
lenges the order of the Commission 
as a first step in the direction of un- 
constitutional action. But appellant 
is not a party to the pending proceed- 
ing, whose ultimate concern is the 
rates of the District Company. In 
that proceeding the Commission can 
make no order binding on appellant 
with respect to its own rates or its con- 
tract. Cf. Kansas State Corp. Com- 
mission v. Wichita Gas Co. (1934) 


290 U. S. 561, 78 L. ed, 500, 1 PUR. 
(N.S.) 433, 54 S. Ct. 321. There is 
no contention that the Commission 
threatens to make any order modify- 
ing or canceling either. The statute 
does not prescribe the effect which the 
Commission is to give to the infor- 
mation sought. Assuming without 
deciding that it cannot rightly be made 
the basis for disregarding the price 
at which appellant sells gas to the Dis- 
trict Company, unless as the result of 
the inquiry there appears to be in some 
form an effective single control of the 
two companies, we cannot also assume 
that the Commission will arbitrarily 
make such use of it in fixing the Dis- 
trict Company’s rates. It will be time 
enough to challenge such action of the 
Commission when it is taken or at 
least threatened, First Natl. Bank v. 
Albright (1908) 208 U. S. 548, 52 L. 
ed. 614, 28 S. Ct. 349; Dalton Adding 
Mach. Co. v. State Corp. Commission 
(1915) 236 U. S. 699, 59 L. ed. 797, 
35 S. Ct. 480, and to consider wheth- 
er appellant has standing to make the 
challenge. The Commission is not to 
be enjoined from seeking information 
whose probable usefulness is estab- 
lished, as it is in this case, by the stat- 
utory prerequisite of partial commu- 
nity of management or stock owner- 
ship. 

[4] Third. Appellant urges that, 
in requiring statistical reports, the ex- 
pense of whose preparation is said to 
be great, the order transcends statu- 
tory authority, or exercises it so arbi- 
trarily as to place an unconstitutional 
burden on commerce and infringe the 
Fourteenth Amendment. It is said 
that equity alone can afford adequate 
relief because of the cumulative penal- 


21 P.U.R.(N.S.) 260 





NATURAL GAS PIPELINE CO. OF AMERICA v. SLATTERY 


ties for failure to comply with the or- 
der. See §§ 76 and 77 of the act. 

We have no occasion to consider 
the merits of these objections. It suf- 
fices to say that the statute itself pro- 
vides an adequate administrative rem- 
edy which appellant has not sought. 
By §§ 64 and 65 of the act the Com- 
mission was authorized on its own mo- 
tion or on application of appellant to 
order a hearing to ascertain whether 
the present order was “improper, un- 
reasonable, or contrary to law.”’ Sec- 
tion 67 authorizes the Commission at 
any time, upon proper notice and hear- 
ing, to “rescind, alter, or amend any 

order or decision made by it.” 
We see no reason, and appellant sug- 
gests none, for rejecting the trial 
court’s ruling that the Commission, if 
asked, could have modified its order, 
or for concluding that the Commis- 
sion was without authority to suspend 
or postpone the date of the effective 
operation of the order so as to avoid 
the running of penalties, pending ap- 
plication for its modification. Porter 
v. Investors Syndicate (1932) 286 U. 
S. 461, 470, 76 L. ed. 1226, 1231, 52 
S. Ct. 617; (1932) 287 U. S. 346, 77 
L. ed. 354, 53 S. Ct. 132. 

As the act imposes penalties of from 
$500 to $2,000 a day for failure to 
comply with the order, any applica- 
tion of the statute subjecting appel- 
lant to the risk of the cumulative pen- 
alties pending an attempt to test the 
validity of the order in the courts and 
for a reasonable time after decision, 
would be a denial of due process, Ex 
parte Young (1908) 209 U. S. 123, 
147, 52 L. ed. 714, 723, 28 S. Ct. 441, 
13 L.R.A.(N.S.) 932, 14 Ann. Cas. 
764; Missouri P. R. Co. v. Tucker 
(1913) 230 U. S. 340, 349, 57 L. ed. 


1507, 1510, 33 S. Ct. 961; see Wad- 
ley Southern R. Co. v. Georgia, 235 
U. S. 651, 659, 59 L. ed. 405, 410, 
P.U.R.1915A, 106, 35 S. Ct. 214, but 
no reason appears why appellant could 
not have asked the Commission to 
postpone the date of operation of the 
order pending application to the Com- 
mission for modification. Refusal of 
postponement would have been the oc- 
casion for recourse to the courts. 
Compare Oklahoma Nat. Gas Co. v. 
Russell, 261 U. S. 290, 293, 67 L. ed. 
659, 662, P.U.R.1923C, 701, 43 S. 
Ct. 353, with Prentis v. Atlantic Coast 
Line Co. (1908) 211 U. S. 210, 53 L. 
ed. 150, 29 S. Ct. 67; Ex parte Young, 
supra. But appellant did not ask post- 
ponement. 

A temporary injunction was not 
necessary to protect appellant from 
penalties pending final determination 
of the suit. The Commission agreed 
not to enforce the order before the 
decision of the lower court on the ap- 
plication for interlocutory injunction. 
In order to give appellant opportunity 
to appeal here the district court stayed, 
for thirty days, its order denying an 
injunction, and by an order of a jus- 
tice of this court the operation of the 
Commission’s order and the running 
of penalties were enjoined pending the 
disposition of the cause here. 

The rule that a suitor must exhaust 
his administrative remedies before 
seeking the extraordinary relief of a 
court of equity, Goldsmith v. United 
States Bd. of Tax Appeals (1926) 
270 U. S. 117, 123, 70 L. ed. 494, 497, 
46 S. Ct. 215; Porter v. Investors Syn- 
dicate (1932) 286 U. S. 461, 76 L. 
ed. 1226, 52 S. Ct. 617; P. F. Peter- 
sen Baking Co. v. Bryan (1934) 290 
U. S. 570, 575, 78 L. ed. 505, 509, 54 
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S. Ct. 277, 90 A.L.R. 1285; see Unit- 
ed States v. Illinois C. R. Co. (1934) 
291 U. S. 457, 463, 78 L. ed. 909, 917, 
54 S. Ct. 471, is of especial force when 
resort is had to the Federal courts to 
restrain the action of state officers, 
Mathews v. Rodgers (1932) 284 U. 
S. 521, 525, 76 L. ed. 447, 451, 52 S. 
Ct. 217 ; Porter v. Investors Syndicate, 
supra; ci. Central Kentucky Nat. Gas 
Co. v. Kentucky R. Commission 
(1933) 290 U. S. 264, 271, 78 L. 
ed. 307, 312, 3 P.U.R.(N.S.) 384, 
54 S. Ct. 154; Di Giovanni v. Cam- 
den F. Ins. Asso. (1935) 296 U. 
S. 64, 80 L. ed. 47, 56 S. Ct. 1, and 
the objection has been taken by the 
trial court. Mathews v. Rodgers, su- 
pra. 

The extent to which a Federal court 
may rightly relax the rule where the 
order of the administrative body is 
assailed in its entirety, rests in the 
sound discretion which guides exer- 
cise of equity jurisdiction. Hollis v. 


Kutz, 255 U. S. 452, 65 L. ed, 727 
P.U.R.1921C, 637, 41 S. Ct 37]. 
United States v. Abilene & S. R. Ca 
(1924) 265 U. S. 274, 282, 68 L. ed. 
1016, 1020, 44 S. Ct. 565; cf. United 
States v. Sing Tuck (1904) 194 V. 
S. 161, 48 L. ed. 917, 24 S. Ct. 621. 
But there are cogent reasons for re- 
quiring resort in the first instance to 
the administrative tribunal when the 
particular method by which it has 
chosen to exercise authority, a matter 
peculiarly within its competence, is al- 
so under attack, for there is the pos- 
sibility of removal of these issues 
from the case by modification of its 
order. Here the Commission had av- 
thority to pass upon every question 
raised by the appellant and was able 
to modify the order. In such circum- 
stances the trial court is free to with- 
hold its aid entirely until adminis- 
trative remedies have been exhaust- 
ed. 
Affirmed. 





PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Duquesne Light Company 


[Application Docket No. 39573.] 


Construction and equipment, § 7 — Commission powers — Bidding on contract. 
1. The Commission, under the provisions of the Public Utility Law, when 
it deems that the public interest so requires may direct that a public utility 
shall award contracts for the extension of its plant to the lowest responsible 
bidder, in order that the consumers of the utility service may get the 
benefit of the competitive bidding, p. 265. 


Monopoly and competition, § 21 — Combination in restraint of trade — Colluswve 


bids. 


2. Identical quotations received by a public utility company from manu- 
facturers bidding on construction materials give rise to the inference of 
presumption that there exists between the companies submitting bids an 
illegal combination in restraint of trade controlling the prices and in effect 


21 P.U.R.(N.S.) 


262 





RE DUQUESNE LIGHT .CO. 


destroying the competition that should exist in the prices for the equip- 
ment on which bids were requested, p. 266. 


Certificates of convenience and necessity, § 76 — Grounds for denial — Identical 


bids on construction materials. 


3. A certificate of convenience and necessity authorizing the construction 
of an electric extension to provide service for the operation of an industry 
which is expected to employ upwards of 4,000 men should be granted 
notwithstanding the fact that an illegal combination in restraint of trade 
is indicated by identical bids submitted by manufacturers of materials to 
be used in constructing the extension, since denial of approval would not 
correct this “nefarious condition” and permanent relief from such com- 
bination can only come by referring the matter to the Federal authorities, 


p. 266. 


(BucHANAN, Commissioner, concurs; BEAMISH, Commissioner, dissents. ) 


[December 7, 1937.] 


An for approval of construction and installation of 
an extension, improvement, and addition to an electric 
system to serve an industrial corporation; granted. 


By the Commission: This matter 
is before us upon application of the 
Duquesne Light Company for a cer- 
tificate of public convenience evidenc- 
ing Commission approval of the con- 
struction and installation by the appli- 
cant of an extension, improvement, 
and addition to its present facilities to 
provide service to the Carnegie-lIlli- 
nois Steel Corporation at its Edgar 
Thompson Works, Braddock, Alle- 
gheny county. 

Applicant proposes to construct and 
install two transmission lines in North 
Versailles township and North Brad- 
dock borough, Allegheny county, at 
a substation on the customer’s prem- 
ises in North Braddock borough. The 
two transmission lines will be con- 
structed from two different points of 
connection with its present 66-kilovolt 
transmission system on the line be- 
tween its Wilmerding and Dravosburg 
substations, on separate rights of way, 
each approximately 6,000 feet in 
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length, each line with a single 66-kilo- 
volt circuit on steel tower to the pro- 
posed substation, consisting of two 
automatic 66-kilovolt oil circuit break- 
ers for terminating the lines, a 66- 
kilovolt buss and 66-kilovolt metering, 
protected by lightning arresters and 
protective relays. 

Applicant estimates the gross cost 
of the construction to be $180,600. 
Our approval of the proposed con- 
struction is sought under the provi- 
sions of Art. II, § 202(e) and § 203 
of the Public Utility Law. 

The petition sets forth that the 
granting of the certificate of public 
convenience is necessary or proper for 
the service, accommodation, conven- 
ience, or safety of the public for the 
following reasons: 

(a) The Carnegie-Illinois Steel 
Corporation is now constructing a new 
mill at Camden, Pennsylvania, to be 
known as its Irvin Works, which un- 
der present construction schedules will 
21 P.U.R.(N.S.) 
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be in need of electrical service on Feb- 
ruary 15, 1938, and at which it is ex- 
pected upwards of 4,000 men will be 
employed. 

(b) The Carnegie-IIlinois Steel 
Corporation has entered into a con- 
tract with applicant to supply the elec- 
trical energy required for the opera- 
tion of the Irvin Works under Rate 
“X”’—Heavy Industrial Service, to be 
delivered at its Edgar Thompson 
Works, Braddock, Pennsylvania. 

(c) Rate “X’—Heavy Industrial 
Service, provides for electrical service 
at 66 kilovolts. This proposed con- 
struction is for the purpose of provid- 
ing 66-kilovolt connection and for in- 
stallation of equipment necessary for 
metering the service supplied and pro- 
tecting the connection. 

(d) Duplicate transmission lines 
and equipment are proposed in order 
to provide a maximum continuity of 
service to a mill of such importance 
to the community, where an interrup- 
tion of any length involves such a 
large number of men. 


Applicant submitted an estimate of 
the cost of this proposed construction, 
and a list of materials and equipment 
to be taken from stock and those to 
be purchased. Of the materials to be 
purchased bids were obtained from 
manufacturers in the sum of $47, 013, 
as shown below: 


Lightning arresters 

Metering instrument transformers . 
Disconnecting switches 

Pilot wire cable 

Tower steel 


Applicant secured bids on each of 
these items. Bids were obtained from 
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Westinghouse Electric and Manufac. 
turing Company and General Electric 
Company for six single pole 73-kilo- 
volt station type lightning arresters, 
Each company quoted identically the 
same price of $3,682.56, with freight 
allowed to destination. Bids were ob- 
tained from these same manufacturers 
for 4 — 69000/115-volt oil insulated 
potential transformers and 4 — 150/. 
300/5 amperes current transformers, 
The bid of the Westinghouse Electric 
and Manufacturing Company amount- 
ed to the sum of $15,584.20, while 
that of General Electric Company 
amounted to $10,532.40. 

Bids for disconnecting switches 
were obtained from Delta Star Elec- 
tric Company, Chicago, Illinois, and 
Railway and Industrial Engineering 
Company, Greensburg, Pennsylvania. 
We here summarize these bids: 


Railway and 
Industrial 
Delta Star Engineering 
Electric Co. Co. 
2—600-amp., 115-kv., 3-pole 
disconnecting switches, 
horizontal mounting .... 
2—600-amp., 115-kv., 3-pole 
disconnecting switches, 
45 degree mounting .... 3,100 
2—1200-amp., 115 kv., 3-pole 
disconnecting switches .. 3,642 


$3,100 $3,100 


3,100 
3,642 
$9,842 


Bids were obtained for 5,300 feet 
of 10 pair No. 19 rubber insulated 
lead covered cable and 16,000 feet of 
25 pair No. 19 rubber insulated lead 
covered cable from Simplex Wire and 
Cable Company, Boston, Massachu- 
setts, through its sales representative, 
E. S. Stickle Company, Union Trust 
Company, Pittsburgh, Pennsylvania, 
and United States Rubber Products, 
Inc., Pittsburgh, Pennsylvania. These 
bids are: 
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Simplex U.S. 
Wire & Rubber 
Cable Co. Company 
10 pair, No. 19 rubber in- Per 1,000 feet 
sulated lead covered cable $209.00 $209.00 
25 pair, No. 19 rubber in- 
sulated lead covered cable 454.00 454.00 


Bids were obtained from American 
Bridge Company and Bethlehem Steel 
Company, as follows: 


Bethlehem 
Steel Co. 
6.83¢ 
8.57¢ 


American 
Bridge Co. 


6.67¢ 
.. 8.36¢ 


Price per pound 
Mill material é 
Warehouse material .. 


Delivery 

Mill material 10 to 12 
weeks 
4to6 


weeks 


10 to 12 
weeks 
5 to6 
weeks 


Warehouse material ... 


The bids received for lightning ar- 
resters, disconnecting switches, and 
pilot wire cable from the various com- 
panies from whom applicant request- 
ed prices indisputably discloses that 
the prices submitted were identical in 
amount. The Commission deemed 
that the public interest required that 
the applicant company award its con- 
tract for equipment necessary for this 
extension to the lowest responsible 
bidder, in order that the consumers 
of the utility service may get the bene- 
fit of lower construction cost of prop- 
erty devoted to a public use through 
competitive bidding. The Commis- 
sion believed that the bids submitted 
were not competitive but smacked of 
collusion and declined to accept them 
and directed the company to obtain 
new bids upon these items. Subse- 
quently, applicant submitted new bids 
which are summarized as follows: 


Westinghouse 
; : Electric & General 
Lightning arresters Mfg. Co. Electric Co. 


Date of bid .... Nov. 18, 1937 Nov. 19, 1937 
Amount of bid ... $3,682.56 $3,682.56 


Disconnecting Rwy. & Ind. Delta Star 
switches Eng. Co. Electric Co. 


Date of bid .... Nov. 18, 1937 Nov. 17, 1937 
Amount of bid ... $9,842.00 $9,842.00 
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Simplex Wire U.S. Rubber 
Pilot wire cable & CableCo. Products, Inc. 
Date of bid .... Nov. 18, 1937 Nov. 19, 1937 
10 pair No. 19 
rubber insulated 
lead covered 
cable per 1,000 ft. 
25 pair No. 19 
rubber insulated 
lead covered 
cable per 1,000 ft. 


$194.00 $194.00 


$425.00 $425.00 


It will be noted that the bids for 
lightning arresters and disconnecting 
switches are identical and are in the 
same total amount as the previous bids 
obtained by applicant company. The 
bids for the pilot wire cable, while 
lower than the previous bids, are iden- 
tical in price per 1,000 feet of cable. 
The Commission, upon an independ- 
ent inquiry from a manufacturer of 
disconnecting switches from whom ap- 
plicant had not secured a bid, found 
that such company’s prices were iden- 
tical with the bids obtained by the 
applicant company. 

It is apparent to this Commission 
that the bids received by the Duquesne 
Light Company from Westinghouse 
Electric and Manufacturing Com- 
pany, General Electric Company, Del- 
ta Star Electric Company, Railway 
and Industrial Engineering Company, 
Simplex Wire and Cable Company, 
and United States Rubber Products, 
Inc., for equipment necessary in the 
construction of the extension to its 
present facilities, indicate a combina- 
tion on the part of these companies 
which controls, or may in their dis- 
cretion control, the price of facilities 
necessary to the construction of prop- 
erty devoted to a public use. 

[1] Under the provisions of the 
Public Utility Law the Commission, 
when it deems that the public interest 
so requires may direct that a public 
utility shall award contracts for the 
21 P.U.R.(N.S.) 
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extension of its plant to the lowest 
responsible bidder, in order that the 
consumers of the utility service may 
get the benefit of this competitive bid- 
ding. Such benefit should result in 
reasonable rates through lower con- 
struction cost of property devoted to 
a public use. While this Commission 
has attempted to effect lower construc- 
tion cost for applicant company in the 
construction of this extension, the 
power of this Commission to deal 
adequately with this matter is hindered 
by corporations beyond Commission 
control that have effected combina- 
tions to control the prices of equip- 
ment needed for use by public utilities 
in the construction of properties de- 
voted to public use. 

[2] The identical quotations re- 
ceived by the applicant company give 
rise to the inference or presumption 
that there exists between the compa- 
nies submitting bids an illegal com- 
bination in restraint of trade control- 
ling the prices and in effect destroying 
the competition that should exist in 
the prices for the equipment on which 
bids were requested. 

Such an unlawful restraint imposed 
by corporations combining together 
for the purpose of preventing compe- 
tition and enhancing the prices of nec- 
essary equipment for utilities merits 
rebuke and condemnation. A _ thor- 
ough investigation by the proper Fed- 
eral regulatory bodies should be insti- 
tuted to correct this abuse. 

[3] However, a refusal, on our 
part, to approve this application of 
the Duquesne Light Company will not 
correct this present nefarious condi- 
tion. 

The denial of this application until 
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such time as this condition is corrected 
will delay the opening of the new plant 
of the Carnegie-IIlinois Steel Corpora. 
tion and deprive this company and the 
Duquesne Light Company of immedi- 
ate income from business to which 
they are both entitled. 

Of even more persuasive impor. 
tance is the fact that a denial of this 
application will keep closed the door 
to employment of some 4,000 men 
who will be gainfully employed, 
Such employment will not only te. 
move the hardships and improve the 
well-being of many presently unem- 
ployed, but will improve business by 
increasing the purchasing power of 
many consumers, and reduce the re- 
lief rolls and thereby ease the burden 
of the government and the taxpayer. 

Permanent relief from these com- 
binations of corporations enhancing 
the prices of equipment used and use- 
ful in the public service and necessary 
in the construction of public utility 
systems can only come by referring 
this reprehensible condition to the 
Federal Trade Commission and the 
Anti-trust Division of the Federal De- 
partment of Justice for such action as 
they may deem proper. This existing 
condition will be so referred. 

Upon full consideration of the mat- 
ters and things involved, we find and 
determine that the approval of the 
construction and installation by the 
Duquesne Light Company of an ex- 
tension, improvement, and addition to 
its existing system to provide service 
to the Carnegie-IIlinois Steel Corpo- 
ration at its Edgar Thompson Works, 
Braddock, Allegheny county, is nec- 
essary and proper for the service, ac- 
commodation or convenience of the 
public. 
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Commissioner Buchanan files con- 
curring opinion and Commissioner 
Beamish files dissenting opinion. The 
Chairman took no part in the discus- 
sion due to absence. 


BUCHANAN, Commissioner, concur- 
ring: I vote with Commissioners 
Bard and Livingston in favor of the 
motion and agree with the majority 
opinion with the following additions 
to that opinion. At a previous session 
the contract between the Duquesne 
Light Company and the Carnegie-IIli- 
nois Steel Corporation covering the 
New Irvin plan was opposed by me for 
the reason that it ultimately would re- 
sult in an additional burden being 
placed upon the domestic and small 
commercial consumers, through heavy 
capital expenditures to meet the re- 
quirements at the Carnegie-IIlinois 
peak load. My opposition to that con- 
tract was overruled by the majority 
of the Commission and the contract 
was allowed to be executed. [ still 
object to the contract, but yield to the 
will of the majority. 

In the present application for the 
construction and installation of the ex- 
tension required to furnish electric 
energy under the Carnegie-IIlinois 
contract another difficulty appears. 
The bids submitted for the materials 
required for such extension were iden- 
tical in amount. They were rejected 
by the Commission for this reason and 
new bids were required. The new bids 
are subject to the same criticism. 
They are identical bids and give strong 
evidence of collusion between the bid- 
ders. 

It is urged that time is of essence 
in making the extension in order to 
provide work for over 4,000 men to 
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be employed in the new plant of the 
steel company. Rejection of the bids 
a second time we are informed will 
jeopardize the opening of the plant 
shortly after January 1, 1938, and pro- 
hibit the employment above men- 
tioned. 

U. S. Steel has been a similar of- 
fender in submitting identical bids to 
the Federal government. For this rea- 
son U. S. Steel, or its subsidiary, Car- 
negie-Illinois, deserves little consider- 
ation from the Commission. By re- 
fusing the bids a second time it is evi- 
dent that nothing can be gained as the 
remedy is beyond the Commission’s 
control; Duquesne Light Company 
will be penalized under a contract al- 
ready approved by the Commission, 
and approximately 4,000 employable 
men will be kept from much needed 
work, 

While the entire situation could 
have been avoided through the refus- 
al of the Carnegie-Illinois-Duquesne 
Light contract, and while I condemn 
collusive bidding, nevertheless in view 
of the facts that the contract has been 
approved; a comparatively small 
amount, less than 8 per cent of the 
whole contract, is involved; and the 
employment of 4,000 men will be de- 
layed, the bids should be approved. 


BEAMISH, Commissioner, dissent- 
ing: I dissent from the order of the 
majority of the Commission in this 
matter because it recognizes, con- 
dones, and puts into effect unjust and 
illegal prices for electrical equipment 
which prices have been collusively ar- 
ranged and agreed upon by the manu- 
facturers named in the report and or- 
der. 

I dissent not only because these col- 
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lusive prices are saddled upon the rate- 
payers of the Duquesne Light Com- 
pany now but also because, through 
application of the principle of repro- 
duction cost in the rate case instituted 
by this Commission against the Du- 
quesne Light Company, they will 
bind the Commission and the unfor- 
tunate ratepayers to a fictitious, ille- 
gal, and unjust valuation of the Util- 
ity Company’s property. 

I dissent because approval of this 
report and order impliedly gives color 
and sanction to the practice whereby 
materials and equipment are generally 
and brazenly sold to utility companies 
at inflated and collusive prices which 
are passed on to consumers in the 
form of extortionate rates. 


I dissent because the prevalent sys- 
tem whereby manufacturers collusive- 
ly force high prices upon the ratepay- 


ers often includes additional collusion, 
namely undercover agreement between 
the conspiring manufacturers on the 
one side and the utility on the other. 
By such arrangement, individuals and 
groups controlling the utilities are al- 
so enabled to extort illegal profits from 
the ratepayers. 

I dissent because the plea of emer- 
gency, in my judgment, is a deliber- 
ately contrived and built-up argument 
which fails to justify the Commis- 
sion’s action. The Carnegie-IIlinois 
Company decided months ago upon 
the construction of this plant and in- 
cluded in its plans the construction 
and operation of the electrical unit by 
the Duquesne Light Company that is 
involved in the instant report and or- 
der. The identical questions that are 
now being decided in the affirmative 
today by the majority of the Com- 
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mission could have been considered at 
that time when no plea of emergency 
could fairly have been raised. A large 
majority of the emergency pleas that 
come before the Commission, accord- 
ing to my close obervation over more 
than a decade, are built up and pumped 
up applications that should have been 
made long before they were actually 
presented. Usually they conceal con- 
ditions and motives that, as in the mat- 
ter before us, could not stand the test 
of careful consideration by the Com- 
mission. 

I dissent because any approval by 
the Commission of the practice of col- 
lusive bidding and the fastening of 
collusive prices upon the ratepayers 
extends the racketeering principle un- 
der which Al Capone, Waxy Gordon, 
and Dutch Schultz operated from the 
underworld. These practices are ex- 
tendec to the overworld where the 
laws of nation and state are calmly 
set aside by men of supposed integrity 
and their shifty, law-evading lawyers. 
This Commission and its predecessors, 
as well as the Federal Power Commis- 
sion and other state and Federal regu- 
latory bodies, have been hampered, 
handicapped, and hamstrung in their 
efforts to obtain fair treatment and 
simple justice for the consumers of 
nation and state by the unholy combi- 
nation of selfish, grafting Big Busi- 
ness and smooth, conscienceless law- 
yers who grow rich by guiding sharks 
through the meshes of the law. If 
this Republic is to endure, this com- 
bination of selfishness and _ slickness 
must be hit hard wherever and when- 
ever it tries to operate. And this is 
as good a time and place as any. 

I dissent because the matter before 
us is only a sample of the practice that 
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is increasing not only the cost of pub- 
lic and private utility services to rate- 
payers everywhere, but also the cost 
of government generally. Small 
groups of overworld overlords decide 
behind locked doors what the public 
must pay for goods and services 
owned or controlled by them. They 
also put up stiff and rigidly enforced 
guaranties that these artificial prices 
will be maintained even to the penny 
in formal bids—despite rumors to the 
contrary, there is no honor among 
thieves—and divide the profits so ex- 
torted. It is a shameful commentary 
upon American courage and manhood 
that this condition has become a com- 
monly accepted incident of so-called 
American civilization. 

Is the Commission without power to 
aid the fleeced consumers? Are the 
people without remedy or relief from 
these extortions ? 

The people of Sweden faced the 
same conditions. They smashed col- 
lusion through the organization of 
cooperatives that manufacture electri- 
cal equipment and appliances, that pro- 
duce and distribute power and supply 
themselves generally with a wide range 
of necessaries and some luxuries at 
cost. Municipally owned and other 
independent electrical utilities in 


America might profitably codperate in 
the same manner. The Federal gov- 
ernment might properly aid in such 
cooperation. 

This Commission can aid in the 
good work of smashing collusions. 
The Supreme Court of the United 
States in Western Distributing Co. v. 
Kansas Pub. Service Commission, 285 
U. S. 119, 76 L. ed. 655, P.U.R. 
1932B, 236, 52 S. Ct. 283, declared 
that state Public Service Commissions 
have the right and the power to in- 
quire into costs of services that are 
charged to operating accounts and paid 
for by consumers. Certainly this 
Commission under that decision has 
the power to investigate the fairness 
of the cost of materials and equip- 
ment paid for by ratepayers. 

I propose to move for a thorough 
inquiry and investigation of the cost 
of the equipment and materials listed 
as having identical prices in this re- 
port and order and also into the cost 
of all other equipment and materials 
purchased by Pennsylvania public util- 
ities under identical collusive bidding. 
I further propose that the Pennsyl- 
vania Public Utility Commission shall 
invite the codperation of the Federal 
Trade Commission in these proposed 
proceedings. 
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Re York Railways Company 


[Securities Certificate No. 18.] 


Valuation, § 20 — Measures of value — Depreciated book value — Property to 


be abandoned. 


1. Depreciated book value of street railway property is not a measure of 
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actual value when the company is faced with a complete abandonment of 
its property and studies have been made for the purpose of converting the 
transportation operation to a complete bus operation; the actual value jg 
measured by the quantity of railway property which might be used for 
eg ee such as car barns, and the scrap value of the remainder, 
p. 272. 


Valuation, § 57 — Capitalizable value — Book value as measure — Effect of rate 
base determination. 


2. The Commission’s finding of a rate base in fixing temporary rates for 
an operating utility indicates that for the purpose of a bond extension case 
involving a holding company its equity in the subsidiary’s property should 
be revised upward from book value, when considerably below such rate 
base, although fair value is not indicative of the capitalizable value of 
physical property, p. 272. 


Security issues, § 9 — Extension of bond maturity — Conditions — Reduction 
of principal amount. 

3. A securities certificate for the extension of maturity of bonds in the 
amount of $5,000,000 was registered as to the extension of maturity of 
$3,300,000 of the bonds, but rejected in so far as it pertained to the exten- 
sion of maturity of the remainder, where the assets against which such 
bonds were a lien were insufficient to create a satisfactory relationship if 
the bonds should exceed $3,300,000 in principal amount, p. 272, 


[November 23, 1937.] 


paerenpe CERTIFICATE filed by public utility company with 


respect to extension of maturity of bonds; certificate regis- 
tered as to extension of part of bonds and rejected as to the 
remainder. 


¥ 


By the Commission: York Rail- the outstanding bonds to $5,500,000 


ways Company furnishes street rail- 
way service in the city of York and 
vicinity. In addition, it is a holding 
company in that it owns the outstand- 
ing capital stock of Edison Light and 
Power Company, York Steam Heat- 
ing Company, and York Bus Com- 
pany, furnishing electric, steam heat- 
ing, and bus service, respectively, in 
the York area. On July 21, 1937, 
this company had outstanding $6,- 
116,000 principal amount of first 
mortgage 5 per cent bonds dated De- 
cember 1, 1907, and maturing De- 
cember 1, 1937. On July 21st it filed 
a securities certificate with the Com- 
mission wherein it proposed to reduce 
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and to extend the time of payment of 
the principal of the bonds to Decem- 
ber 1, 1947. On September 2, 1937, 
the company submitted an amendment 
to the certificate wherein it proposed 
to include in the extension agreement 
a provision as follows: 

“That no dividends shall be paid 
upon the capital stock of the company, 
either preferred or common, and that 
the company will make no other ex- 
penditures out of its surplus earnings 
except for the retirement of its mort- 
gage bonds or for additions to and 
renewal and replacement of physical 
property of the company or its sub- 
sidiaries, until the principal amount 
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of bonds secured by the mortgage shall 
be reduced to $4,000,000 in principal 
amount, or until either Metropolitan 
Edison Company, a Pennsylvania cor- 
poration, oF Pennsylvania Edison 
Company, a Pennsylvania corporation, 
shall have assumed payment of all 
bonds issued under the mortgage and 
interest thereon, in pursuance of the 
provisions of any merger or consoli- 
dation with the subsidiaries of the 
company or any of them, or in pursu- 
ance of the terms of purchase of the 
properties and franchises of the sub- 
sidiaries of the company, or any of 
them.” 

This provision was amended in 
phraseology although not in meaning 
by a further amendment filed at the 
hearing in this case. 

Moreover, at the hearing held upon 
this case on November 4, 1937, the 
company stated of record that it would 


reduce the bonds to $5,000,000 instead 
of $5,500,000, and asked that the 
Commission register the certificate for 


extension of bonds in the former 
amount. There are two phases of this 
case which require discussion. The 
operations of York Railways proper- 
ties have been resulting in annual loss- 
es for some years, and the loss for the 
twelve months ended May 31, 1937, 
was $160,165. Moreover, the opera- 
tions of York Bus Company also re- 
sulted in a loss in that 12-month pe- 
riod of $1,909. Consequently, the 
proceeds from operations of transpor- 
tation business in York are not of 
themselves sufficient to support bond 
interest or fixed charges of any type. 
However, since York Railways Com- 
pany owns the stocks of Edison Light 
and Power Company and York Steam 
Heating Company and has moneys 
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owed to it by those companies be- 
cause of advances made heretofore, it 
receives the profits from their opera- 
tion either in the form of dividends on 
stock, interest on advances, or in- 
creased equity. Thus, for the twelve 
months ended May 31, 1937, the non- 
operating income of York Railways 
Company was $528,954, and, after the 
$160,165 loss from its own operations 
was deducted, there remained $368,- 
789 available for bond interest and 
similar charges. 

The rates of Edison Light and 
Power Company are under attack by 
this Commission, and, in orders is- 
sued July 13, 1937, and July 27, 1937, 
at Complaint Docket No. 11108 (19 
P.U.R.(N.S.) 474) the Commission 
directed that company to effect a re- 
duction of approximately $435,000 in 
its annual gross operating revenue. 
These orders, however, were not final 
adjudications of the rate case, being 
temporary rate orders as authorized 
in § 310 of the Public Utility Law, 
and the amount of the reduction or- 
dered is not indicative of the action 
which the Commission may take upon 
final adjudication of the rate case. 
The enforcement of the reduction or- 
der has been enjoined by a Federal 
statutory court. The portion of the 
order which particularly interests us 
at this time is the use of a rate base 
of $5,250,000, a return of 6 per cent 
upon which would produce $315,000 
of operating income for Edison Light 
and Power Company. On the assump- 
tion that this income would all be 
made available to York Railways 
Company in the form of cash, and as- 
suming further that the deficit in- 
curred by York Railways Company in 
the future would arise out of provision 
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for depreciation rather than from out- 
of-pocket expenditures, said income 
would not provide a desirable margin 
over the interest requirements upon 
the $5,500,000 of bonds which York 
Railways Company originally pro- 
posed to extend. Interest on the $5,- 
000,000 bonds now proposed to be 
extended, amounting to $250,000 
bears a more satisfactory relationship 
to the income which would be avail- 
able from Edison Light and Power 
Company operations if the Commis- 
sion’s final adjudication of the rate 
case is identical in amount with re- 
duction required by the Temporary 
Orders of July 13, 1937, and July 27, 
1937. 


[1] A less favorable picture is pre- 
sented, however, when a comparison 
is made upon the bonds proposed to be 
extended and the assets against which 
they are a lien. The depreciated book 
value of York Railways Company’s 
property is $5,550,426. However, at 
the hearing on November 4th, the 
company’s witness testified (page 20) 
that it is “faced with a complete aban- 
donment of its property,” and (page 
40) “that studies have been made for 
the purpose of converting the trans- 
portation operations in York and vi- 
cinity to a complete bus operation.” 
It is obvious from this testimony that 
the book value of the property of York 
Railways Company is not at all a 
measure of actual value, the latter fig- 
ure being measured by the quantity 
of railway property which might be 
used for bus operations (such as car 
barns) and the scrap value of the re- 
mainder. Moreover, the equity of 
York Railways Company in York Bus 
Company at May 31, 1937, was only 
$25,985. Since the calculations 
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which we are about to make are only 
approximate, we may safely assume 
that the assets underlying the York 
Railways Company bonds are the eq- 
uities of York Railways Company in 
Edison Light and Power Company 
and York Steam Heating Company, 
These equities, according to the books 
of subsidiaries are as follows: 


Edison Light 
Power 
Company 
$1,301,000 
1,169,613 
502,983 


York Steam 
Heating Co. Total 
$1,302,000 
1,344,148 
544,636 


Stocks 
Advances 
Surplus 


$1,000 
174,535 
41,653 





Total equity 
per books $2,973,596 


$217,188 $3,190,784 

[2] However, it should be noted 
that the calculation of the equity in the 
Edison Company is based upon the 
book value for its property of $2,885,- 
761, which is considerably below the 
$5,250,000 used by the Commission as 
a rate base in its temporary orders. 
While fair value is not indicative of 
the capitalizable value of physical 
property, the Commnission’s finding 
does indicate that, for the purpose of 
this bond extension case, the equity of 
York Railways Company in the Edi- 
son Company should be revised up- 
ward from the $2,973,596 figure giv- 
en in the above table. 

[3] We have given consideration to 
this factor, and have reached the con- 
clusion that, in order to create a sat- 
isfactory relationship between the 
bonds to be extended and the assets 
upon which they are a lien, the bonds 
should be reduced to $3,300,000 in 
principal amount. 

Acting under § 603 (a) of the Pub- 
lic Utility Law, a sentence of which 
reads in part “such registration of 
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rejection may be as to all or part of 
the securities to which such securities 
certificate pertains . . . ,” we will 
register the securities certificate as to 
the extension of maturity of $3,300,- 
000 of the bonds, but reject it in so 
far as it pertains to the extension of 
maturity of the remainder ; therefore, 

Now, to wit, November 23, 1937, 
it is ordered: That this securities 
certificate, in so far as it pertains to 
the extension of the maturity of $3,- 
300,000 principal amount of first 
mortgage 30-year 5 per cent gold 


bonds of York Railways Company, be 
and is hereby registered. 

It is further ordered: That this 
securities certificate, in so far as it 
pertains to the extension of maturity 
of any bonds in excess of $3,300,000 
principal amount, be and is hereby re- 
jected. 

It is further ordered: That a copy 
of this report and order be served 
upon York Railways Company as no- 
tice of the action of the Commission 
pursuant to the provisions of § 603 of 
the Public Utility Law. 
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[Illinois Commerce Commission 


Illinois Bell Telephone Company 


[Nos. 23146, 23774.] 


Rates, § 146 — Based on present conditions — Revenues and expenses. 
1. Orders as to rates should be based primarily upon the results shown 
by a company’s operations up to the time of the order when it is difficult 
if not impossible to forecast for any appreciable period ahead the course 
of business, either as to revenues or expenses; and if there is any sub- 
stantial change in the trend, the matter can always be reopened for further 


consideration, p. 275. 


Service, § 452 — Telephones — Four-party service. 
2. Four-party residence telephone service in a large city is not satisfactory 
owing to possibilities of service delays, busy calls, lessened privacy of 
communications, and disputes of precedence of calls, p. 276. 


Service, § 456 — Telephones — Coin-box service. 
3. The disadvantages of four-party residence telephone service in a large 
city are aggravated in the case of coin-box service because of inconvenience 
of admitting collectors, inconvenience of having proper coins available, size 
and unsightliness of equipment, increased number of service failures, and 
increased delay in restoring service owing to the number of locations that 


must be inspected, p. 276. 
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Rates, § 539 — Telephones — Two-party measured service — Four-party coin-box 
Service. 
4. Availability to residence telephone subscribers of two-party measured 
service at the same rate which they were paying for four-party coin-box 
service was held to be a considerable advantage to such subscribers, maki 
for a better grade of service, although not representing any rate reduction 
which could be measured in dollars, p. 276. 


Service, § 456 — Telephones — Four-party coin boxes. 
5. A telephone company which had been ordered to make available to its 
residential subscribers two-party measured service at rates equivalent to 
those for which it was furnishing four-party coin-box services was per- 
mitted to close the four-party coin-box service to new subscribers, p. 277. 


Rates, § 558 — Telephones — Hand sets. 
6. An extra charge for hand-set telephone instruments was ordered dis- 
continued, p. 278. 


Service, § 442 — Telephones — Hand sets — Changeover. 
7. A telephone company should proceed to replace in an orderly and system- 
atic manner the older types of equipment with the more modern and con- 
venient hand sets where the equipment on the customer’s premises has to 
be changed or replaced, including all cases in which the location of the 
subscriber or of the telephone on the subscriber’s premises is changed, p. 


278. 


Rates, § 584 — Telephones — Metropolitan area — Optional rate. 
8. A telephone company operating in a large city was required to file optional 
rates which would give to subscribers in the metropolitan area who make 
a substantial number of phone calls within that area the benefit of certain 
decreasing unit charges for such calls, p. 278. 


Rates, § 584 — Telephones — Toll calls — Suburban area. 
9. A telephone company operating in a large city and adjoining territory 
was required to make a 5-cent toll rate available for all calls between the 
several exchange areas in the state bordering on the city limits and the 
immediately adjoining central office area or areas within the city, p. 280. 


[November 22, 1937.] 


Beste to telephone company to show cause why there 

should not be a reduction in rates for intrastate telephone 

service and proposal by telephone company for increase in rates 

in order to cover additional tax burden; rate reductions ordered 
and proposed increases disapproved. 


* 


APPEARANCES: Kenneth F. Bur- By the Commission: The Com- 
gess, Leslie N. Jones, Ben B. Boyn- mission on July 10, 1934, issued 
ton, for the respondent; and Harry R. an order in Docket No. 23146 
Booth, Counsel, and William A. Ditt- citing respondent, Illinois Bell Tele- 
mer, Supervisor of Investigations, for phone Company, to show cause why 
the Commission. its intrastate rates for telephone serv- 
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ice in the state of Illinois should not 
be reduced. Subsequently, upon the 
passage of the act of the state of IIli- 
nois assessing a tax of 3 per cent on 
the gross revenues of respondent and 
other utilities, respondent filed with 
the Commission tariffs increasing its 
rates by 3 per cent to offset tax pay- 
ments under this act. These proposed 
tariffs were suspended by the Commis- 
sion and became the subject of Docket 
No. 23774. The two cases were con- 
solidated for the taking of evidence 
by the Commission and have, in fact, 
been heard together. 

Numerous hearings have been held, 
almost 3,000 pages of oral testimony 
taken, and many exhibits introduced. 
The company presented testimony as 
to the original cost of its property and 
also a complete field inventory. Based 


upon this inventory the company also 
presented a reproduction cost apprais- 


al and a determination of the per cent 
condition of the property. Evidence 
was also presented by the company as 
to the separation of the property be- 
tween exchange and toll, and between 
interstate and intrastate operations, as 
to working cash capital requirements 
and going value. The company like- 
wise presented testimony and exhibits 
dealing with its current revenues and 
its operating expenses, including the 
allowance claimed for annual deprecia- 
tion. In connection with both the ap- 
praisal of the property and the oper- 
ating expenses testimony was given as 
to Western Electric Company prices 
and profits. 





_ | Upon the expiration of the 10-month period 
in which the Commission could, under the 
Statute, suspend these schedules, a stipulation 
was entered into between the Commission and 
the respondent permitting the schedules to re- 
main suspended subject to certain limitations. 
This stipulation expires June 6, 1938. 
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During the pendency of the case the 
Commission has had accountants and 
engineers engaged in checking the 
books and records of the company 
and the inventory and appraisal pre- 
sented by the company. A large part 
of the 3,000 pages of testimony is 
made up of cross-examination by the 
Commission of the witnesses present- 
ed by the company. 

While not all of the matters normal- 
ly covered in a rate case have been 
completely dealt with, the case has 
proceeded to a point where the Com- 
mission feels that it is in a position to 
enter an order in the matter. In view 
of what it considers the controlling 
considerations here, the Commission 
does not feel it necessary to discuss in 
detail each of the issues referred to 
above, nor to make specific findings 
with regard thereto. 

[1] The period since the issuance 
of the Commission’s citation herein 
has been one of business recovery. 
This recovery has been reflected in 
increased revenues of the company. 
However, the company points out that 
expenses have also increased very ma- 
terially and states particularly that it 
is now paying $5,000,000 per annum 
in new taxes which were not in effect 
at the start of the case and about $9,- 
000,000 more per annum in wages 
than it was paying at that time, most 
of the latter item being attributable to 
wage increases to its employees. It 
also states that substantially all of its 
other operating expenses have, like- 
wise, increased with the exception of 
depreciation which was reduced as of 
January 1, 1936, due to a change in 
the method of computing it. The 
company claims that it expects expens- 
es to increase coincident with the ex- 
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pected growth in revenues. In sup- 
port of this position the company 
urges a number of reasons which the 
Commission feels it is unnecessary to 
discuss at this time. Under present 
circumstances it is difficult, if not im- 
possible, to forecast for any appre- 
ciable period ahead the course of busi- 
ness, either as to revenues or expenses. 
As in other cases, the Commission 
feels, therefore, that its orders as to 
rates should be based primarily upon 
the results shown by the company’s 
operations up to the time of the order. 
If there is any substantial change in 
the trend, the matter can always be 
reopened for further consideration. 

After consideration of the factors 
discussed and the evidence submitted 
in the case, the Commission has 
reached the conclusion that the com- 
pany’s request to add the 3 per cent 
tax to its bills should be denied and, 
in addition thereto, certain adjust- 
ments should be made to its present 
rates which will make available to sub- 
scribers savings estimated to amount 
to $2,646,000. 

[2,3] As of January 1, 1937, more 
than 50 per cent of the residence tele- 
phones in Chicago were four-party 
coin-box telephones on which the mini- 
mum rate is 74 cents per day, equiva- 
lent to $2.25 for 45 calls in a 30-day 
month. This is the lowest priced tele- 
phone service offered in Chicago and 
is the rate which was finally made ef- 
fective by the United States Supreme 
Court decision in 1934 (292 U.S. 151, 


78 L. ed. 1182, 3 P.U.R.(N.S.) 337 
54 S. Ct. 658). Since that time there 
has been a considerable shift of syb. 
scribers from two-party measured rate 
service to this lowest price service. 
This has had the effect of keeping 
down, to some extent, the increase in 
the company’s revenues during the 
last few years of expanding business, 
In effect the subscribers have secured 
lower cost service, but they have also 
received a lower type of service, four- 
party as against two-party. In the 
past multi-party service (the company 
at one time furnished ten-party sery- 
ice) has served a very useful function 
in the development of the telephone 
business in the city of Chicago. How- 
ever, in recent years technical improve- 
ments, such as the development of fine 
wire cable, have served to cut down 
the savings in the cost to the company 
of rendering four-party service as 
compared with two-party service. In 
general, we feel that, from a service 
point of view, four-party service in a 
city the size of Chicago is not very 
satisfactory due to possibilities of 
service delays, busy calls, etc. These 
disadvantages are aggravated in the 
case of coin-box service. The coin 
box is a rather complicated piece of 
mechanism and if something goes 
wrong with one instrument or coin 
box, the other three on the same line 
are usually also thrown out of serv- 
ice.* 

[4] That the consumers prefer a 
two-party measured rate service to 





2 The following disadvantages of four-party 
service may be referred to: disputes of prec- 
edence of calls and access to the line; increased 
number of busy signals encountered by other 
subscribers calling a four-party user; lessened 
privacy of communications; and for four-party 
coin-box service: inconvenience of admitting 
collectors to the user’s home; inconvenience of 
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having to have proper coins available; size and 
unsightliness of the coin-box equipment ; 1n- 
creased number of service failures due to the 
collecting devices and the reflection of these 
failures on other telephones on the same line; 
increased delay in restoring service due to the 
number of locations that must be inspected in 
order to locate trouble. 
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four-party coin-box service at the same 
level of rates seems to be clear from 
the fact that, prior to 1934 when the 
rates being charged for two-party 
measured rate service were substantial- 
ly the same as for the four-party coin- 
box service, the percentage of two- 
party users increased steadily, while 
the percentage of four-party coin- 
box users simultaneously decreased. 
When the minimum monthly charge 
on the four-party service, due to the 
Supreme Court decision in 1934, su- 
pra, became $2.25 as against a mini- 
mum charge of $2.75 for two-party 
measured service, the trend abruptly 
changed toward the four-party serv- 
ice. Since $2.25 is a relatively low 
minimum rate for a city the size of 
Chicago, the Commission feels that 
a considerable advantage will accrue 
to subscribers by making the two-par- 
ty measured service available to them 
at the same rate which they are now 
paying for four-party service. This 
does not represent any rate reduction 
which can be measured in dollars and, 
of course, is not included in the total 
reductions referred to above. It sim- 
ply makes a better grade of service 
available without the increase in the 
charges which the subscriber would 
have to pay for such service under the 
present rates. All of the above state- 
ments relate more particularly to sub- 
scribers who use not more than 45 or 
50 calls per month. For those who 
expect to use 65 calls or more a dif- 
ferent rate will be prescribed which 
will provide substantial savings both 
to the present two-party residence 
measured rate subscribers and to such 
four-party coin-box subscribers as 


elect to transfer to the two-party serv- 
ice, 
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[5] In view of the availability of 
the two-party service at the same rate 
as the present four-party coin-box 
service, and in view of the higher cost 
of furnishing coin-box service, and, 
further, in view of the removal, to a 
large extent, of the need for four-par- 
ty service on account of technical im- 
provements, the company will be per- 
mitted, if it accepts the other provi- 
sions of the present order, to close 
the four-party coin-box rate to new 
subscribers. All present subscribers 
under this rate will be permitted to 
continue their present type of service 
including changes from one location 
to another. The Commission antici- 
pates that the decreased rates and bet- 
ter service afforded by the two-party 
measured service over the four-party 
coin-box service will cause the latter 
gradually to disappear. When the 
number of subscribers continuing to 
use such service has been reduced to 
such a point that the company feels 
that a definite time limit might be 
fixed, it may at that time apply to the 
Commission and the Commission will 
then consider the matter on its merits. 

The present monthly rate for two- 
party residential measured service in 
Chicago is as follows: 

First 55 outgoing messages $2.75 


Next 145 outgoing messages @ .04 each 
Over 200 outgoing messages @ .035 each 


Instead of this present rate the com- 
pany will be ordered to file two sched- 
ules based on minimums of 45 calls 
per month and 65 calls per month, re- 
spectively, as follows: 


2 MR-45. 
First 45 outgoing messages $2.25 
Next 15 outgoing messages@ .05 each 
Over 60 outgoing messages@ .04 each 
(This rate is identical with the present 
four-party coin-box rate applied to a 
30-day month.) 
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2 MR-65. 
First 65 outgoing messages 
Next 135 outgoing messages @ 
Over 200 outgoing messages @ 


$2:75 
.04 each 
.035 each 


The customer will have the choice 
of the above two rates depending on 
the average number of calls per month 
he expects to make. Obviously, if he 
normally uses 45 calls or less per 
month the first rate is cheaper for 
him. On the other hand, if he uses 
65 calls or more per month the second 
of the above rates is cheaper for him. 
The dividing line comes at about 55 
calls per month. 

In order to maintain the balance be- 
tween one- and two-party service the 
company will be ordered to increase 
the number of calls included in the 
minimum charge of $3.75 for one 
party measured rate service in Chica- 
go to 80 calls. This will effect a sav- 


ing to all customers using over 75 calls 


on the one-party service. 

[6, 7] Another matter which, in the 
Commission’s judgment, requires ad- 
justment is the charge being made by 
the company for the hand set (the so- 
called French or cradle type of tele- 
phone). The extra charge for the 
hand set was originally 50 cents per 
month. By orders of the Commission 
this has been successively reduced and 
the present charge is 15 cents per 
month until the payments have been 
made for a total period of two years. 
The Commission is of the opinion 
that the time has come when this 
charge ought to be removed entirely 
and this order will provide for the dis- 
continuance of that charge as of Jan- 
uary 1, 1938. With the removal of 
the monthly charge on hand sets a 
change from a desk set to a hand set 
made at the special request of a sub- 
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scriber automatically comes under the 
existing regulations of the company 
requiring a so-called change charge 
It is the intention of the Commission 
that the existing older type sets should 
be changed over to the more modern 
and better hand sets as rapidly as this 
can be done in an orderly and syste. 
matic manner. [If all restrictions were 
removed immediately all subscribers 
having the older type sets would want 
the new equipment at once, and, since 
there are still about 500,000 of the 
older sets, this would entail a very 
large amount of work immediately. 
In order that the change-over may 
take place in a systematic mariner the 
company will be expected to install, as 
rapidly as the available supply of hand 
sets will permit, hand sets in place of 
the older types in all cases (with only 
a minor exception) where the equip- 
ment on the customer’s premises has 
to be changed or replaced, including 
all cases in which the location of the 
subscriber or of the telephone on the 
subscriber’s premises is changed. In 
the latter case there is a charge for the 
change in location, but the only charge 
for the hand set is 15 cents per month 
up to December 31, 1937, and after 
that date none. Between the date of 
this order and January 1, 1938, the 
regulations as to change charge when 
a hand set is installed at the special re- 
quest of a subscriber will apply in the 
same manner as after January 1, 1938, 
but in all cases where the change 
charge applies no monthly charge will 
be made. 

[8] Another point to which the 
Commission has given considerable 
attention is the matter of toll calls be- 
tween Chicago and the suburbs. Due 
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to the fact that a great many people 
whose offices are in Chicago live in 
the suburbs, the volume of such calls 
is very large. For local service there 
is a diminishing rate with an increase 
in volume as is customary in utility 
rates generally. The calls included in 
the minimum bills are at the rate of 
about 5 cents each and the follow-on 
rate is 4 cents. It seems desirable to 
the Commission that some block form 
of schedule be made applicable also to 
metropolitan toll service. This par- 
ticular matter has been discussed in 
some detail with representatives of 
the company and the rates which the 
Commission proposes to order are, to 
some extent, experimental in charac- 
ter. For the purpose of these rates 
there is established a so-called “metro- 
politan area” which includes the city 
of Chicago and the surrounding area 
to the distance reached for a 15-cent 
call. This takes in the bulk of what 
might be called the commuting area 
surrounding Chicago. Under the 
present rates all calls from Chicago 
to a telephone outside the city limits, 
or vice versa, are separately ticketed 
and listed on a toll slip furnished to 
the customer with his monthly bill. 
In order to make available a lower rate 
for metropolitan toll for those who use 
a substantial amount of such service, 
we propose that the company shall put 
into effect for subscribers in the “met- 
ropolitan area” optional rates which 
will make available lower charges for 
metropolitan toll service. In order to 
simplify the procedure it is proposed 
that in this “metropolitan area” each 
local call and each 5 cents of suburban 
toll be considered a “message unit.” 
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For an additional payment of 25 cents 
per month by a residential subscriber 
having measured rate service in Chi- 
cago his zone of calling under his local 
rate schedule will include not only the 
city of Chicago but the ‘metropolitan 
area.” Within this area a local call 
counts as one “message unit”; a 5- 
cent toll message also counts as one 
“unit”; a 10-cent toll message counts 
as two “units,” etc. In computing his 
bill the local calls and the “units” of 
“metropolitan” calls are simply added 
together and his bill is figured in the 
same way as for local service except 
that the minimum bill for the first 
block of calls is 25 cents higher. For 
example, a subscriber who has the 
2MR-45 service (45 calls for $2.25) 
makes 20 local calls and has 25 “units” 
(that is, $1.25) of “metropolitan” 
toll. If he elects the new service he 
pays $2.25 for his local service and 
25 cents extra for the “metropolitan 
service.” His bill for the total of 45 
“units” will be $2.25 plus 25 cents, or 
$2.50. Without the “metropolitan 
service” his bill in this instance would 
have been $2.25, plus $1.25, or $3.50. 
Of course, this is a rather extreme case 
given for the purpose of illustration. 
To take another illustration: Assume 
a customer being served on the 2MR- 
65 rate (that is, the first 65 calls for 
$2.75, the next 135 calls at 4 cents, 
etc.). If he has 60 local calls in the 
month and 50 “units” of suburban 
service, his monthly bill without the 
“metropolitan service” would be: 


Minimum bill : 
Fifty “units” of “Metropolitan” toll .... 


Total bill 
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If he took the “metropolitan serv- 
ice” his bill would be as follows: 


“Metropolitan units” 
Total “units” 


First 65 “units” 
45 “units” @ 4¢ 


Total bill 


In this case the saving of 45 cents 
is due, principally, to the fact that in 
return for paying 25 cents the “metro- 
politan toll” would be figured at 4 
cents per “unit” instead of 5 cents per 
“unit,” which would be the usual 
charge. 

In that part of the “metropolitan 
area” lying outside the city of Chi- 
cago substantially all local exchange 
rates are so-called flat rates, that is, 
the customer pays a fixed amount per 
month for which he can make as many 
local calls as he wishes. In this case, 


therefore, obviously no “metropolitan 
toll” can be included in the minimum 


bill. Residential customers in this 
area will have the option of paying 
25 cents per month extra and in return 
the “metropolitan toll” will be com- 
puted at 4 cents per “unit” for the 
first 50 “units” (equivalent to $2.50) 
and 34 cents per “unit” thereafter. 
Business subscribers in Chicago will 
also have the option of securing 
“metropolitan service,” on the same 
basis as described for residential serv- 
ice, by paying 50 cents per line per 
month in addition to the usual charge 
for each line or auxiliary. In the 
“metropolitan area” outside of Chi- 
cago business subscribers having flat 
rate service will also have the option 
of securing “metropolitan service” on 
the same basis as described for resi- 
dential service, by paying 50 cents per 
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line per month in addition to the usyal 
charge for each line, except that the 
first 100 “units” (instead of 50) of 
“metropolitan toll” will be 4 cents 
each. 

Since these optional rates involve 
the counting of “units” they will not 
be made available to coin-box sub. 
scribers. 

[9] Due to special conditions in 
certain sections along the city limits of 
Chicago, there has been a 5-cent toll 
service in a limited area between cer- 
tain suburbs just outside the city lim- 
its and the nearest central office area 
in the city of Chicago. This has re- 
sulted in some possible discrimination 
and the Commission is of the opinion 
that it would be desirable that the 5- 
cent charge between the territories 
just outside the city limits and the 
nearest central office areas in Chicago 
should be extended to include a band 
all around the city (except where it 
borders on the state of Indiana and is, 
therefore, not under our jurisdiction) 
and this order will so provide. 

The Commission has also given a 
considerable amount of attention to 
the rates in effect in the Illinois divi- 
sion of the company, that is, the area 
outside of Chicago and of the suburb- 
an area surrounding Chicago. In 
general, the smaller exchanges in the 
state provide a considerably lower 
rate of return than Chicago and the 
larger cities, with a considerable num- 
ber of them showing an operating loss. 
Reductions are being ordered which 
will affect about one-third of the com- 
pany’s residential subscribers in the 
Illinois division. In addition, reduc- 
tions are ordered which will represent 
savings to about 14,000 rural subscrib- 
ers. Furthermore, outside of Chicago 
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the charge for a second listing in the 
alphabetical directory, which is at 
present 50 cents per month per listing, 
will be reduced to 25 cents. This is 
estimated to result in a net reduction 
of about $12,000. The reduction in 
the hand-set charge previously re- 
ferred to is, of course, also applicable 
to the state area and is estimated to 
amount to $204,000 outside of Chi- 
cago. 

Some other minor changes are be- 
ing ordered which will appear suff- 
ciently in the order section and need 
not therefore be discussed at this 
point. In each case the purpose of the 
change was to correct inequalities in 
the rates or remove unduly restrictive 
provisions. 

If subscribers use the rates most ad- 
vantageous to each the available sav- 
ings to users are estimated at about 
2,646,000 annually. Of this amount 
about 75 per cent is estimated to be 
applicable to the city of Chicago and 
25 per cent to the area outside of Chi- 
cago, and this corresponds quite close- 
ly to the proportion of gross revenues 
from the two territories. These sav- 
ings are in addition to other decreases 
made in the rates of the company dur- 
ing the pendency of this proceeding 
amounting to about $800,000 per year. 
Furthermore, the company is being or- 
dered to continue to absorb the 3 per 
cent state tax which amounts to about 
$2,265,000 per annum. 

Having considered the evidence 
submitted in this case and particularly 
the matters discussed in more detail 
above, the Commission finds: 

l. that it has jurisdiction of the 
parties in and the subject matter of 
these proceedings ; 


2. that the Illinois Bell Telephone 


Company is a corporation organized 
and existing under and by virtue of 
the laws of the state of Illinois and is 
a public utility engaged in the business 
of furnishing telephone service to the 
public in the state of Illinois ; 

3. that said company is subject to 
the provisions of “An act concerning 
public utilities,” approved June 29, 
1921, as amended, and to the jurisdic- 
tion of the Illinois Commerce Com- 
mission ; 

4. that the company has not met the 
burden of showing that it requires the 
additional revenue of 3 per cent on 
bills for intrastate service to meet the 
Illinois Public Utility tax, and that 
the tariffs filed by it, which are the 
subject of Cause No. 23774, should 
be permanently suspended, canceled, 
and annulled ; 

5. that the present minimum rate of 
$3.75 per month for one-party resi- 
dential measured service in Chicago, 
which included 75 calls, should be 
changed to include 80 calls per month 
with the same minimum charge; 

6. that the necessity for four-party 
service in the city of Chicago has, to 
a large extent, disappeared and that 
the company should make available to 
its residential subscribers two-party 
measured service at the rates equiv- 
alent to those for which it is now fur- 
nishing four-party coin-box service ; 
that under these circumstances the 
company should be permitted to close 
the four-party coin-box service to 
new subscribers ; 

7. that the company should file an- 
other rate for two-party residential 
measured rate service in Chicago to 
include 65 calls for a minimum charge 
of $2.75 per month; 

8. that the present charge on hand 
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sets (15 cents per month for a period 
of twenty-four months) should be 
discontinued as of January 1, 1938; 
and that the company should proceed 
to replace, in an orderly and systemat- 
ic manner, the older types of equip- 
ment with the more modern and con- 
venient hand sets; 

9. that the company should file op- 
tional rates which will give to sub- 
scribers in the Chicago “metropolitan 
area” who make a substantial num- 
ber of toll calls within that area the 
benefit of certain decreasing unit 
charges for such calls, as more fully 
set forth in the order section; 

10. that a 5-cent toll rate should be 
made available for all calls between 
the several exchange areas in Illinois 
bordering on the city limits of Chi- 
cago and the immediately adjoining 
central office area (or areas) within 
the city of Chicago; 

11. that certain of the exchange 
rates in the state area of the company 
should be reduced, as more fully set 
forth in the order section; 

12. that certain rural rate reduc- 
tions should be made, as more fully set 
forth in the order section; 

13. that certain other minor reduc- 
tions in rates should be made, as more 
fully set forth in the order section; 

14. that the company will earn a 
reasonable return on its operations 
under the terms of this order. 

It is, therefore, ordered: 

1. that the proposed schedules filed 
by the company, which are the subject 
matter of Cause No. 23774, that is, 
Ill. C. C. No. 1 Section 1 Original 
Sheet No. 5 General Local Exchange 
Tariff, Telephone Service; Ill. C. C. 
No. 2 Original Sheet No. 1A, Sched- 
ule of Toll Rates; Ill. C. C. No. 2 


Original Sheet No. 1A, Rates for 
Special Contract Service; and Ill, C. 
C. No. 2 Section 1 Original Sheet No, 
6, Teletypewriter Exchange Service 
Tariff of the Illinois Bell Telephone 
Company, be, and they hereby are, 
permanently suspended, canceled, and 
annulled ; 

2. that the company shall file forth- 
with, effective on billing dates on and 
after January 1, 1938, and applicable 
to its Chicago exchange, a tariff pro- 
viding for a one-party message rate 
residence service, to be furnished at 
a monthly guaranty or minimum 
charge of $3.75, including 80 mes- 
sages, and further providing that the 
first 120 additional messages per 
month shall be at the rate of 4 cents 
each and all messages over 200 per 
month shall be at the rate of 3} cents 
each ; 

3. that the company shall file forth- 
with, effective on billing dates on and 
after January 1, 1938, and applicable 
to its Chicago exchange, a tariff which 
shall provide for two classes of two- 
party message rate residence service, 
one of which shall provide for a 
monthly guaranty or minimum charge 
of $2.75, including 65 messages, and 
shall provide that the first 135 addi- 
tional messages per month shall be at 
the rate of 4 cents each and all mes- 
sages over 200 per month shall be at 
the rate of 34 cents each. The other 
two-party message rate residence serv- 
ice shall provide for a monthly guar- 
anty or minimum charge of $2.25, in- 
cluding 45 messages, and shall fur- 
ther provide that the first 15 addition- 
al messages per month shall be at the 
rate of 5 cents each and all messages 
over 60 per month shall be at the rate 
of 4 cents each; 
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4. that, if all other provisions of 
this order are complied with, the com- 
pany be permitted to file, effective on 
January 1, 1938, a regulation applica- 
ble to its Chicago exchange providing 
that no four-party coin-box service 
shall be furnished to anyone not hav- 
ing that service on December 31, 
1937, but shall, so long as there is 
continuity of four-party coin-box 
service billing, transfer the service to 
new locations in Chicago ordered by 
any subscriber having such service on 
December 31, 1937; 

5. that the company shall file forth- 
with, effective on billing dates on and 
after January 1, 1938, and applicable 
to all of its exchanges in the state of 
Illinois, a tariff eliminating all month- 
ly charges for the furnishing of hand 
telephone sets ; 

6. that the existing change charges 
shall immediately apply to the instal- 
lation of hand telephone sets in lieu 
of desk sets or wall sets, or vice versa, 
when such change is made at the re- 
quest of the subscriber, but the regu- 
lation shall provide that, when such a 
change charge is made, no monthly 
charge will be applicable. The regu- 
lation shall further provide that where 
service is established at a new location 
where an instrumentality other than 
a hand set is in place, and a hand set 
is installed at the request of the sub- 
scriber in lieu of a desk set or wall 
set, or vice versa, the applicable serv- 
ice connection charge for furnishing 
service by means of instrumentalities 
in place shall be made, but there shall 
be no change charge because of the 
installation of the hand set, or vice 
versa ; in this case the monthly charge 
will apply up to December 31, 1937. 
The company shall also file a new reg- 
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ulation providing that on and after 
January 1, 1938, the change charge 
shall not be applicable to the change 
of a desk or wall set to a hand set, or 
vice versa, made in connection with a 
change of service from coin-box serv- 
ice to measured rate service, or vice 
versa, provided that the new class of 
service shall be retained by the sub- 
scriber for a period of one month. 

7. that the company shall file forth- 
with, effective on billing dates on and 
after January 1, 1938, and applicable 
to all of its exchanges in the state of 
Illinois, a regulation eliminating all 
additional monthly charges for the 
furnishing of desk sets in lieu of wall 
sets on rural lines. The change 
charges applicable to hand sets, as 
hereinbefore covered by Order No. 6 
shall, in like manner, also be made ap- 
plicable to the desk sets on rural lines ; 

8. that the company shall file forth- 
with, effective on billing dates on and 
after January 1, 1938, and applicable 
to the exchanges within its “metropol- 
itan service area,” as hereinafter de- 
fined, and applicable to calls placed on 
a station-to-station basis within that 
area as hereinafter specified, a tariff 
providing for the furnishing of ‘“met- 
ropolitan” service, as follows: 


I. Regulations 


The tariff shall provide for the fol- 
lowing regulations, in substance: 

(a) The “metropolitan service 
area” shall include the city of Chicago 
and all Illinois exchanges in the terri- 
tory surrounding the city of Chicago 
from which the standard toll rate to 
the city of Chicago toll rate center is 
15 cents or less (by “standard toll 
rate” here and elsewhere in these reg- 
ulations is meant the initial period 
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station-to-station day rate now in ef- 
fect) ; 

(b) That a “message unit” for the 
purposes of this service shall be equiv- 
alent to (1) a local message within 
the city of Chicago as defined in the 
tariffs of the company applicable 
thereto; or (2) each 5 cents of toll 
charge (including initial period and 
overtime charges) for all interex- 
change calls within the “metropolitan 
service area’ where the standard toll 
rate is 15 cents or less; 

(c) That only those interexchange 
calls made on a station-to-station basis 
within the “metropolitan service area,” 
between exchanges where the standard 
toll rate is 15 cents or less, are includ- 
ed within the terms of this service. 

(d) That the “message units” used 
under this service shall be accounted 
for in the same manner as all other 
measured rate services and need not be 
detailed by bill or otherwise to the 
subscriber either as to the time or des- 
tination of the call. 

(e) That outside of the city of Chi- 
cago the monthly flat rate for “metro- 
politan service’’ shall include unlimited 
local calls within the local service area 
for flat rate subscribers, and the “‘mes- 
sage units” above referred to shall in- 
clude only interexchange calls within 
the definition given above. 

(f) That this service be available 
only on a message rate basis in Chi- 
cago and on a flat rate basis in the 
“metropolitan area’ outside of Chi- 
cago. 

(g) That where a subscriber has 
more than one line, “metropolitan 
service,’ if taken at all, must be taken 
for all lines at that location, except 
such as may be equipped with 3-slot 
coin boxes. 


II. Rates for the City of Chicago 

The tariff shall provide a rate for 
each business service line equivalent 
to the monthly guaranty or minimum 
charge for an individual business mes- 
sage rate line or business P.B.X. in- 
itial trunk line, plus 50 cents per 
month for each such line, including 
80 “message units,” and providing 
that the first 120 additional “message 
units” per month shall be at 4 cents 
each and all “message units” over 200 
per month shall be at 34 cents each. 
The tariff shall further provide in con- 
nection with such business service 
lines a rate for auxiliary lines to the 
above-named classes of service at a 
rate equivalent to the charge for busi- 
ness message rate auxiliary lines, plus 
50 cents per month for each such line, 
including no “message units.” 

On residence “metropolitan service” 
lines the tariff shall provide a rate for 
residence individual lines or residence 
P.B.X. trunk lines equivalent to the 
residence individual line message serv- 
ice monthly guaranty or minimum 
charge plus 25 cents per month per 
line, including 80 “message units,” 
and providing further that the first 
120 additional “message units” per 
month shall be charged for at 4 cents 
each and all “message units” over 200 
per month shall be charged for at 3} 
cents each. The tariff shall further 
provide a monthly rate for auxiliary 
lines to the above classes of service 
equivalent to the charge for residence 
message rate auxiliary lines, plus 25 
cents per month per line, including no 
“message units.” 

The tariff shall also provide for two 
classes of residence two-party “metro- 
politan service,” the rates for which 
shall be equivalent to the monthly 
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guaranty or minimum charge of the 
two classes of two-party message rate 
service, in accordance with the prior 
provisions hereof, plus 25 cents per 
month per subscriber per line, includ- 
ing in the class with the higher month- 
ly guaranty 65 “message units” and 
providing in that class that the first 
135 additional “message units” per 
month shall be at 4 cents each and all 
“message units” over 200 per month 
shall be at 34 cents each; and includ- 
ing in the class with the lower month- 
ly guaranty 45 “message units’ and 
providing in that class that the first 
15 additional “message units” per 
month shall be at 5 cents each and that 
all “message units” over 60 per month 
shall be at 4 cents each. 


III. Rates Outside of the City of 
Chicago 


The tariff shall provide that the 
“metropolitan service” shall be fur- 
nished to flat rate business P.B.X. and 
individual line subscribers and that 
the rate for business subscribers shall 
be equivalent to the present business 
P.B.X. trunk flat rate and business in- 
dividual line flat rate, as the case may 
be, plus 50 cents per line, and shall 
provide that the first 100 “message 
units” per month shall be at the rate 
of 4 cents each and all “message units”’ 
over 100 per month shall be at the rate 
of 34 cents each. 

The tariff shall also provide that 
metropolitan service shall be available 
to residence subscribers by means of 
residence P.B.X.’s, individual lines or 
two-party lines, the rate for each class 
being equivalent to the corresponding 
flat rate for the exchange involved, 
plus 25 cents per subscriber per line. 
It shall provide that the first 50 “‘mes- 
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sage units” shall be at a rate of 4 cents 
each and all “message units” over 50 
shall be at the rate of 34 cents each. 

9. that the company shall file forth- 
with, effective on billing dates on and 
after January 1, 1938, tariffs provid- 
ing for the rates specified in the vari- 
ous exchanges indicated, making ef- 
fective the new rates specified for the 
various exchanges on Exhibit “A”’ at- 
tached hereto. Exhibit “A” merely 
specifies the new rates to be charged, 
and, where a certain rate is not re- 
ferred to, the rate presently in effect 
shall be continued ; 

10. that the company shall file 
forthwith, effective on and after Jan- 
uary 1, 1938, tariffs providing for a 
special 5-cent toll rate between the fol- 
lowing exchanges and Chicago central 
office areas: Blue Island exchange 
and Beverly central office area; Blue 
Island exchange and Pullman central 
office area; Evergreen Park exchange 
and Prospect central office area; Niles 
exchange and Kildare central office 
area ; River Grove exchange and New- 
castle central office area; River Grove 
exchange and Kildare central office 
area; Tessville exchange and Rogers 
Park central office area; Tessville ex- 
change and Irving central office area; 
Tessville exchange and Kildare cen- 
tral office area; Niles Center exchange 
and Rogers Park central office area; 
and Cicero exchange and Austin cen- 
tral office area; 

11. that the company shall file, ef- 
fective with the date of the issuance of 
the next Chicago alphabetical direc- 
tory (expected to be issued in March, 
1938) a tariff providing for a spe- 
cial 5-cent toll rate between the Sum- 
mit exchange and the new central of- 
fice area being established by the com- 
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pany near the city limits in the city of 
Chicago and to be known as Ports- 
mouth; and between the Oak Lawn 
exchange and the said Portsmouth 
central office area; 

12. that the company shall file 
forthwith, effective on billing dates 
on and after January 1, 1938, and ap- 
plicable to its Chicago exchange, a 
tariff which shall provide that in con- 
nection with mileage charges in the 
Chicago exchange where the terminals 
of a tie line are on the same continuous 
property of the subscriber within the 
same building, there shall be a reduc- 
tion in the monthly mileage charge to 
$1.25; and that where the terminals 
of an extension line or tie line are on 
the same continuous property of the 
subscriber, but not within the same 
building, the monthly mileage charge 
shall be reduced to 50 cents for each 
one-tenth mile, or fraction thereof, 
measured air line distance between the 
buildings, with a minimum monthly 
mileage charge of $1.25 for each line. 
The tariff shall further provide that, 
when the terminals of an extension 
line or tie line are not on the same 
continuous property of a subscriber, 
but are confined to the same building, 
the monthly mileage charge shall be 
reduced to $1.25 for each line. In all 
respects not herein specifically cov- 
ered, the present mileage rates and 
regulations of the company shall con- 
tinue in effect; 

13. that the company shall file 
forthwith, effective on billing dates 
on and after January 1, 1938, and ap- 
plicable to its Chicago exchange, a 
tariff which shall provide in connec- 
tion with the charges for power equip- 
ment associated with the dial switch- 
ing equipment of dial P.B.X. systems 
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that the extra charge for power units 
shall be discontinued and that the 
monthly charge for power equipment 
shall not exceed $35 per month for 
each such system ; 

14. that the company shall file 
forthwith, to be effective with billings 
based on directories issued after Jan- 
uary 1, 1938, and applicable to all ex- 
changes in the state of Illinois except 
the Chicago exchange, a tariff which 
shall reduce the charge for extra list- 
ings in the alphabetical telephone di- 
rectory from 50 cents to 25 cents 
each ; 

15. that the company shall file 
forthwith, effective on billing dates on 
and after January 1, 1938, and ap- 
plicable to all of its exchanges in the 
state of Illinois, tariffs which will 
eliminate all extra charges or differen- 
tials for extra operator’s sets and for 
extra head receivers, either single or 
double ; 

16. that the company shall file 
forthwith, effective on billing dates 
on and after January 1, 1938, and ap- 
plicable to its Chicago exchange, a 
reduction in its rates for dial tie line 
terminal switching apparatus arranged 
both to select and to be selected, to $3 
per month for each dial tie line termi- 
nal so arranged ; 

17. that the company shall file 
forthwith, effective on billing dates on 
and after January 1, 1938, a uniform 
joint user rate available only in con- 
nection with business individual flat 
rate and P.B.X. flat rate service and 
applicable to all of its exchanges ex- 
cept the Chicago exchange, which 
shall be equivalent to 30 per cent of 
the rate for one two-way flat rate in- 
dividual line or P.B.X. flat rate trunk 
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as applicable, with a minimum charge 
of $1 per month; 

18. that the company shall file 
forthwith, effective on billing dates 
on and after January 1, 1938, and ap- 
plicable to all of its exchanges in the 
state of Illinois, a tariff providing for 
a reduction to 15 cents per month in 
the rates for Wiring Plans Nos. 100, 
101, and 150; 

19. that the company shall file 
forthwith, effective on billing dates on 
and after January 1, 1938, and appli- 
cable to its Chicago exchange, a tariff 
reducing the rate for a Type 4 secre- 
tarial switchboard, 1-20 units, to $25 
per month ; 

20. that the effective date of this 
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order shall be the date of service of 
a copy thereof upon the respondent ; 

21. that within ten days after the 
service of a copy of this order upon the 
respondent, the respondent shall noti- 
fy the Commission in like manner 
whether the terms of the order are 
accepted and will be obeyed; 

22. that, if the respondent notifies 
the Commission that the terms of the 
order are accepted and will be obeyed, 
the proceedings docketed as Nos. 
23146 and 23774 will be dismissed; 

23. that the Commission retain ju- 
risdiction of the subject matter hereof 
and the parties hereto for the purpose 
of issuing such further order or orders 
as it may deem meet. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Re Uniform System of Accounts for All 
Gas Utilities 


Accounting, § 6 — Uniform system. 
1. Public interest was held to require that the system of accounts previously 
prescribed for gas utilities be revised and that there be substituted therefor 
a system substantially in accord with that recommended by the National 
Association of Railroad and Utilities Commissioners, p. 288. 

22 
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Depreciation, § 23 — Uniform bases. 
2. Attainment of uniformity with respect to the bases used by various operat- 
ing utilities in determining annual depreciation charges is desirable, p. 288. 


Depreciation, § 31 — Annual charges — Life of property. 
3. Each public utility company should make systematic depreciation charges 
designed to cover the total loss during the life of depreciable plants, p. 288. 
[November 18, 1937.] 
) Nepesttonervincs of uniform system of accounts for gas utilities ; 
accounting requirements revised. 
¥ 
By the Boarp: The Board, having 
had under consideration the advisabil- 
ity of revising the Uniform System 
of Accounts for Gas Utilities now in 
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effect in the state of New Jersey, sent 
due notice to all gas utilities operating 
in the state of New Jersey that a hear- 
ing would be held for the purpose of 
21 P.U.R.(N.S.) 
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giving all parties interested an oppor- 
tunity to be heard relative to the above- 
entitled matter. Thereafter a hear- 
ing was held at the offices of the Board 
in Newark on October 7, 1937, at 
which place and time representatives 
of certain utilities appeared and were 
given an opportunity to be heard. 

[1] The Board, having made full 
investigation, finds that public inter- 
est requires that the system of ac- 
counts previously prescribed by this 
Board for gas utilities be revised and 
that there be substituted therefor a 
system substantially in accord with 
that recommended by the National 
Association of Railroad and Utilities 
Commissioners at its annual conven- 
tion held November 10-13, 1936. 

[2, 3] The Board further finds that 
extended study should be given im- 
mediately to the problem of account- 
ing for depreciation of the property of 
gas utilities. The Board deems it de- 
sirable that uniformity be attained 
with respect to the bases used by the 
various operating utilities in determin- 
ing annual depreciation charges. The 
Board is also of the opinion that each 
utility should make systematic depre- 
ciation charges designed to cover the 
total loss during the life of deprecia- 
ble plant. Each utility should provide 
depreciation reserves that will be suf- 
ficient, but not more than sufficient, to 
maintain the integrity of the total in- 
vestment in depreciable plant so that, 
during the service life of the property 
and during the period depreciation 
charges are made in anticipation of 
retirements, the utility will be reim- 
bursed through charges to operating 
expenses for the consumption of prop- 
erty in operation. 


Now, therefore, it is ordered: 

1. That each Class A and Class BR 
gas utility, as defined in the system 
of accounts (attached hereto), subject 
to the jurisdiction of this Board, shall, 
on and after January 1, 1938, keep its 
accounts fully and completely in ac- 
cordance with the uniform system of 
accounts (attached hereto) and made 
a part hereof. 

2. That, within one year from the 
effective date of this system of ac- 
counts, each utility shall file with the 
Board, for its consideration, a state- 
ment showing the methods which the 
utility proposes to use in the determi- 
nation of its annual charges for depre- 
ciation. Such method submitted for 
the approval of the Board shall pro- 
vide for depreciation reserves adequate 
to maintain the integrity of the total 
investment in depreciable plant. Each 
such statement shall be accompanied 
by analytical studies establishing the 
propriety of the specific rates of de- 
preciation for different classes of de- 
preciable property, or composite rates 
for categories of depreciable property, 
which the utility proposes to use in de- 
termining its annual depreciation 
charges. Such rates may be tentative 
in consideration of continuing studies 
necessary to future revisions of the 
depreciation estimates. 

3. That full jurisdiction of this 
proceeding and of said gas utilities 
subject to this order is hereby retained 
for the specific purpose of enabling 
the Board to make and issue such fur- 
ther orders herein, or upon application 
to grant to any gas utility exceptions 
from the application of said uniform 
system, as may be found reasonable 
and in the public interest. 
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EXPERIENCE 


Graver Tanks and Water Treating 


Equipment reflect long years of experi- 


enced engineering skill in designing, con- 
structing, and erecting every type and 
size installation for municipalities, public 


utility and industrial companies. 


Whatever your requirements, Graver can 


serve you most efficiently. 
Gas Holder Shell and Cover for Sewage 
Disposal Plant, Madison, Wis. 

NEW “BREATHER” LIME AND SODA 

TOPS SOFTENERS 
GAS HOLDERS IRON REMOVAL 
TANKS PLANTS 

te og Fo rag STERILIZERS 


Shop Assembled or 
Erected on the job SETTLERS 


CONDUITS i arg = 
ineral, Taste, 

CAISSONS Color, Odor 

ZEOLITE SOFTENERS Removal 


PIPING, FITTINGS, ACCESSORIES 


Tell us what you need and let us send Literature. 


GRAVER TANK & MFG. (0. NC. 


75 Years of Dependable Service 


New York, N. Y. East Chicago, Ind. Chicago, Ill. Catasauqua, Pa. 


Ex a 





LEFT—35-jt, Graver Gas Tank erected at Nappanee, Ind. 
CENTER—Graver Zeolite Water Softener. 
RIGHT—Graver Pressure Filter. 
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Industrial Progress 








Electric Customers Increase; 
Less Revenue per Kwhr. 


OME 27,000,000 customers are now receiving 

electric service, according to a recent re- 
port of the Edison Electric Institute. This 
represents an increase of 794,000 during the 
year. Of those newly connected, about 157,000 
were farms, bringing the total number of 
farms supplied with electricity to 1,200,000 at 
the end of 1937. This represents about 19 per 
cent of all farms having occupied dwellings 
and some 28 per cent of all farms which have 
dwellings valued at more than $500. It is esti- 
mated that existing electric power lines reach 
an additional 280,000 farms which do not take 
service, making a total to which service is 
available of about 1,480,000 

Sales of electricity to all ultimate consumers 
amounted to 99,300,000,000 kilowatt hours 
compared with 90,044,000,000 kilowatt hours in 
1936, an increase of 10.3 per cent. Farm con- 
sumption increased 24.4 per cent, residential 
consumption 12.9 per cent and commercial 
and industrial use 10.6 per cent. 

Of the total sales of electricity, large indus- 
trial and commercial users took 52,640,000, 
kwhr or 53 per cent. Small light and power 
customers used 18,410,000,000 kwhr, — while 
residential customers took 16,930,000,000 kwhr. 

Total revenues from sales of electricity ag- 
gregated $2,200,000,000 compared to $2,044,- 
500,000 in 1936, an increase of $155,500,000. 
The industry’s consumers received 10 per cent 
more electricity, and they paid only 7.6 per 
cent more for their service in 1937 than in the 
preceding year. 

Increased costs absorbed a large part of the 
increase in revenue. A substantial increase in 
taxes, in wages and in fuel costs was experi- 
enced. Taxes paid by power companies were 
in excess of $300,000,000, or 15 cents per dol- 
lar of their gross revenue. 

Revenues per kwhr for all classes of serv- 
ogy 2.22¢ in 1937, compared with 2.27¢ 
in % 


Crane Co. Forms New Division 


Fr oeation of a division of engineering 
and research by Crane Co., Chicago, with 
L. W. Wallace, head of engineering research 
for the Association of American Railroads, 
as director, has been announced by Charles 
B. Nolte, president of Crane Co. The new 
Crane division will comprise the existing di- 
vision of research and development and the 
product engineering department of the com- 


pany. 

The new division, Mr. Nolte said, has been 
formed to codrdinate all engineering activi- 
ties of the company and to further its 
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progress in diversified fields. The impo 4 
and growth of this technical work have prove 
the advisability of maintaining a complete 
and well-staffed engineering division, free 
from all responsibilities except those relati 
to engineering, research, design, and ex 
mental work. 


Use of Aluminum Cable Grows 


ORE aluminum was purchased in this 
Me country, in 1937, than in any similar 
riod, despite a recession in the aluminum in- 
dustry in the closing month, according to 
George J. Stanley, vice president of the 
Aluminum Company of America. 

“Though the outlook for 1938 naturally 
depends upon the course of general business 
activity,” Mr. Stanley says, “there can be 
little doubt that aluminum consumption will 
continue to expand. Several new uses. were 
found for aluminum in 1937 and these, added 
to a general broadening of the sound and 
practicable applications for the metal, helped 
to create the record demand.” 

Important among the uses developed for 
aluminum is the electric cable. More than 
100,000 miles of such cable were used in rural 
distribution lines during 1937, according to 
Mr. Stanley. The 230,000-volt transmission 
line running from Boulder Dam to Los 
Angeles will use aluminum cable. 


G-E Promotes Cunningham 


YF breve F. Cunningham, supervisor of produc- 
tion for the General Electric Com 

since September, 1931, has been appointed as- 
sistant to the vice president in charge of man- 
ufacturing, succeeding Myron F, Simmons, 
who is retiring. W. R. Burrows, vice presi- 
dent in charge of manufacturing anno 

the appointment was effective Joey 1, 1938. 

Mr, Cunningham, a native of Valley Falls, 
N. Y., started his service with the Company 
on August 17, 1901, in the armature depart- 
ment in the Schenectady works. After serv- 
ing as assistant to the late Langdon Gibson, 
production manager of the works, Mr. Cun- 
ningham was transferred to the staff of H. F. 
T. Erben, then manager of the works, to fol- 
low important government contracts. In July, 
1923, he became assistant production manager 
of the works, and in April, 1928, was named 
assistant supervisor of production for the en- 
tire Company. He was appointed supervisor 
in September, 1931. 

Mr. Simmons, who has retired, served as 
assistant to the vice president in charge of 
manufacturing from April, 1928. He entered 
the service of the Company in 1903, and for 
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EVERY RETAILGASRANGEAD =. 
SHOWN HERE 44S ia 
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< 


ROBERTSHAW 


ae. 





These clippings show the gas range ads of retail stores in 
every part of the country—and every ad proudly features 
Robertshaw Oven-Heat-Control. 
Here is concrete evidence of the important part that 
Robertshaw plays in gas range selling—because every line in a retail ad must earn its salt. 
If you manufacture gas ranges—choose Robertshaw because it’s the Oven-Heat-Control that helps 
sell ranges. If you sell gas ranges—display Robertshaw in your ads—because it is the Oven-Heat- 


Control all women know. 
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15 years was in charge of the cost department 
of the Schenectady a. after which he was 
on the staff of the Schenectady works as 
manager until 1938. 


“Controlead” Terminal Block 


gh. Burke Electric Company, Erie, Pa., 
has announced a new compact controlead 
terminal block which has a wide range of 


uses. 

The 1000 Series as shown is a new compact 
controlead terminal block and has a wide range 
of uses. These new blocks are made in 4, 6, 
8 or 12 wire sizes, and can be furnished with 
or without covers. The construction gives a 
terminal block of the strongest mechanical 


7 New C ompact Terminal Block 


construction, having moulded bakelite sur- 
rounding the connectors. The connectors are 
small fittings that are inserted into the block 
after moulding and the wires are held by a 
screw and spring clip. The small block is rated 
30 amperes and 750 volts maximum. 

These controlead terminal blocks provide 
convenient junction points in any control wir- 
ing circuits. The blocks are used in a wide 
range of installations, including load dispatch- 
ing signal systems, telephone and telegraph 
switchboards, talking motion picture equip- 
ment, radio receiving and transmission, bat- 
tery charging equipment, fire and patrol signal 
systems, elevator control, recording clock sys- 
tems, junction boxes, current transformers, 
meter testing devices, annunciator systems, 
traffic signal systems and all modern power 
switchboards. 


G-E Is 60 Years Old 


Deoyue tribute to the vision and courage 
of Thomas A. Edison, Charles P. Stein- 
metz, Frank Sprague, and other electrical 
pioneers, upon whom the entire industry is 
founded, Charles E. Wilson, executive vice 
president of the General Electric Company, 
has sounded the opening gun in General Elec- 
tric’s 60th birthday celebration to be observed 
this year. 

Speaking on a national network radio pro- 
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gram from Schenectady, recently, Mr. Wil- 
son pointed out it was on 4 

that the Edison Electric Lighting Company 
was incorporated. It was the first of the 
companies that were ev merged to 
form the pee General Electric Company, 
presaging years of achievement which have 
added so amazingly to the comfort of living 
and the fullness of life. 

In this period the designing and building 
of machinery to generate, distribute, and 
utilize electricity have created a giant indus 
try and multiplied the possibilities of every 
existing business, Mr. Wilson said. 

There is a direct line of achievement from 
Edison’s first lamp to the hundreds of mil- 
lions of lamps shining now in every quarter 
of the globe; from the first awkward motor 
to the machines which now drive ocean liners 


and speed trains across the continent from 


Edison’s fantastic jumbo dynamo to the mod- 
ern turbine-generator developing hundreds of 
thousands of horsepower so that we may live 
and work efficiently. Yet, not a lamp would 
light nor a wheel turn if it were not for the 
men who have had vision and courage to 
make ‘these dreams come true—such men as 
Edison, Thomson, Brush, Sprague, Van de 
Poele, .Stanley, Coffin, Rice, Steinmetz, 
Whitney, Coolidge, and Langmuir. In tribute 
to them and their works, and in confidence 
that the years to come will stake out even 
farther horizons, General Electric will cele- 
brate this year its 60th birthday. 

Definite plans for the observance of Gen- 
eral Electric’s anniversary have not yet been 
announced. 


GMC Offers the Trailabout 
for General Utility Work 


TS Trailabout—a small two-wheel com- 
mercial and general utility trailer which 
hitches either to passenger cars or trucks— 
is one of the most recent additions to the 
complete line offered by the General Motors 
Truck & Coach Division for 1938. 

Intended to answer the increasing demand 
for a substantial and well-constructed small 
trailer, the new Trailabout not only is scien- 
tifically engineered in keeping with proved 
trucking principles, but possesses a smart ap- 
pearance distinguishing it from any vehicle 
ever offered. 

Two body lengths and four body arrange- 
ments enable the Trailabout to fit a wide va- 
riety of uses. It can be obtained either with 
or without springs. Among the practical fea- 
tures is a folding support that holds the ve- 
hicle in a horizontal position when the trailer 
is detached. ; 

With the standard pick-up body forming 
the base, three other Trailabout body styles 
are available. One carries screen sides, an- 
other has a fully screened top and sides, and 
the third is equipped with stake racks. Two 
body lengths are offered, one 77 inches and 
the other 91 inches. Standard equipment in- 
cludes six-inch tires, full skirted fenders, li- 
cense bracket, and an electric tail lamp. 
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...- ALSO PROVED I WAS A BETTER 
TYPIST THAN MY BOSS EVER KNEW! 


Time and time again, THE DESK TEST has proved the superiority of the Easy-Writing 
Royal. But something else happened, too! Operators found that they could type easier, 
more comfortably, produce a greater amount of typing in less time on Royals. Wh 
not let your secretary, in your own office, demonstrate the full meaning of 
Touch Control, Shift Freedom, and the many other amazing Royal improvements? 


*GET A 10-DAY DESK TEST FREE! A 
fact-finding trial . . . it costs noth- 
ing, proves everything. Phone your 
Royal representative for complete 
information. 


WORLD’S NUMBER 1 
TYPEWRITER 


World’s largest ny devoted lusively to the 
manufacture of typewriters. Factory: Hartford, Conn. 





Copyright 1938, Royal Typewriter Company, Inc. 


GET A 10-DAY DESK TEST FREE! 


Royal Typewriter Co., Inc. 
Department WP-238 
2 Park Avenue, New York City. 
Please deliver an Easy-Writing fF 
fel, Tatil Soke 
. uni is wi 
done without obligation to me. City State 
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YOU'RE RIGHT, BOB. 
AMCO ALL-WEATHER 
ROPE DOES LAST 
LONGER. IT’S CUT OUR 
ROPE BILL ALMOST IN 
HALF. 


AMERIGAK 
rattan | 
ROPE: TWINE 


OAKUM- PACKING 


“See American First”’ 
Also Manufacturers of 
AMERICAN “SUPERIOR” ROPE 








The new Davey side by side Model 105 delivers 

Sees «(105 cu. ft. of actual air . . . is economical, light 
ie weight, efficient . . . exceptionally short and com- 
=). pact... easy to transport .. . ideal for every 


public utility use. 


Guang indhiding tease loaders vx 
compressors DAVEY STANDS ALONE 


Survey Davey's record in the compressor field . . . builder of the world's first air-cooled 
. originator of tractor mounted units ... exclusive maker of complete truck power 


compressor . . 
take-off machines especially designed for utility use. 


DAVEY COMPRESSOR CO., INC. KENT, OHIO 
“The World’s First Air-Cooled Compressor” 
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TRANSFORMERS 


7500 Kva 
3-phase 
Water Cooled 
Furnace Type 


Sicaas of your largest customers who operate electric fur- 
naces depend upon Pennsylvania Heavy Duty Transformers 


for this important service. 


Bulletin 340 which illustrates Pennsyl- 
vania Power Transformers will be gladly 
supplied upon request. 


TRANSFORMER CO. 


17O0te=ISLAND AVENUE, ii..s 


PITTSBURGH ¢ PENNA. 
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...and, as a result... 


IMPORTANT SAVINGS 
IN YOUR ELECTRICAL 
DISTRIBUTION COSTS 


F the many products specifically designed by Johns- 
Manville to lower cost and increase efficiency of 
electrical distribution, Transite Conduit is a striking 
example of how well this purpose has been accomplished. 
Made of two imperishable materials—asbestos and 
cement, Transite Conduit is strong, permanent, corrosion- 
resistant, fire- and weather-proof. 
UNDERGROUND, Transite’s strength permits installation with- 
out an envelope. “Concreting-in” costs are eliminated —installe- 
tion savings large. And Transite’s high resistance to corrosion 
assures virtual freedom from maintenance. 
ABOVE GROUND — in any exposed location—Transite Conduit 
is weatherproof. Incombustible, it is unharmed by smoke of 
corrosive fumes. Hence, it offers the economy of permanent 
efficiency, at negligible upkeep, throughout its years of service. 
Utility executives concerned with lowering electrical 
distribution costs . . . and keeping them low . . . Wil 
find it profitable to get all the facts on the many ad- 
vantages of this modern conduit. For details, addres 
Johns-Manville, 22 E. 40th St., N. Y. C. 
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Alcoa Channel | 
and Flat Bus 
Bars supplying 
electro-plating 
department in a 
large manufac- 
turing plant. § 
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MEETING ALL OF YOUR REQUIREMENTS 


Cleon Clluminum (bus bar 


For heavy-current buses like the installation 
pictured above, for inside or outdoor substa- 
tions, for power distribution in commercial build- 
ings and factories; no matter what the character 
of the installation, there is an Alcoa Aluminum 
shape suitable for your use. 

Extremely light in weight, Aluminum Bus 
Bars place a minimum strain on supporting 
structures. They are easy to handle in erecting. 
Readily formed, Aluminum buses can be tailored 


JALCOA\ 


ALCOA € 


to suit each layout. Joints are made by bolting 
or welding. Fittings for every purpose are avail- 
able; costs are low, 

Alcoa Aluminum Bus Bar comes in any desired 
form: Flats, tubes, angles, channels, etc. Rolled 
channel or angle sections offer the highest com- 
bination of electrical, thermal and mechanical 
efficiency. We shall gladly send you data on 
each type. ALUMINUM COMPANY OF AMERICA, 
2134 Gulf Building, Pittsburgh, Pennsylvania. 
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“What’s this I hear about all the 
new production equipment for 
Trident and Lambert Water 
Meters? Are they chang- 

ing designs, or putting 

out new models, or 

what?” 


“ No—all designs are the same ... all 


parts are still interchangeable ... they're 
simply working to greater accuracies, 
closer tolerances, more perfect finish, 
finer measurements, with today’s ma- 
chine shop methods . . . it’s the biggest 
advance in years in the water meter field 
...you might know Neptune would do it.” 
NEPTUNE METER CO.—THOMSON METER CORP. 
50 WEST 50th STREET (Rockefeller Genter) NEW YORK CITY 


345 SORAUREN AVENUE, TORONTO, 
ONTARIO, CANADA 


TRIDEN 


& LAMBERT hires OVER 6 MILLION 
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TIME, TIDE—AND ELECTRICITY 


URING 1937, the tide of electrical 
progress reached new heights of accom- 
plishment. 


New higher-efficiency MAZDA lamps were 
placed in production — giving your customers 
better light for the same money. As a result, 
more and more light will be used. Then, too, 
a rapidly increasing interest in street and high- 
way lighting was built up among public-safety 
organizations. Here is a real public service, as 
oldas the industry itself, but never sobadly need- 
ed as now. High honors can also be awarded to 
electric cookery, refrigeration, air conditioning, 
and electric heat in industry, all of which were 
lifted to new peaks of usefulness—and public 
acceptance—during the last year. 


Perhaps even more significant have been re- 
cent improvements in the General Electric 


equipment you need to serve these loads: 
Turbine-generators that will help you save on 
your fuel bills, new switchgear—for safe, re- 
liable switching — which actually does away 
with many major items of breaker-installation 
cost; distribution capacitors to cut losses and 
avoid more expensive methods of gaining 
capacity; new wide-limit meters with higher 
accuracy on all loads. Collectively they rep- 
resent the greatest advance toward better 
service at less cost ever made in so short a 
time. 

Look to these General Electric developments 
today. Full use of such developments leads 
inevitably to reduced operating costs and to 
greater revenue and good will. All with the 
further assurance that your purchases will help 
keep the tide of electrical progress moving 
forward irresistibly. 


GENERAL @ ELECTRIC 
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Tuas straw man has come in mighty handy 
in recent years. 


Every nation-saver who wanted to stir up ex- 
citement has taken a crack at him. 


Millions of words—spoken and written— 
have called him a string of dirty names. 


The label hung on him says “‘Business.”” But 
does he look like anybody you know? 


Take the corner grocer for instance. Or the 
man who sells you a new shirt, a suit of 
clothes or a pair of shoes. Or the man who 
sells you gas for your car—or a new radio. 


These folks are businessmen, every one. 


So are the men who run the factories where 
your clothes or shoes or new car or tires are 
built. They’re businessmen too. 


Yet does any of these real people check with 
that straw man that’s been bawled out for 
almost everything under the sun? 


Of course not! The plain fact is, there isn’t any 
such scarecrow as “Business.” 


But there are tens of thousands of separate busi- 
nessés. And there are millions of businessmen 
—men with the imagination to try out new 
ideas—men with the patience and nerve to 
keep plugging during tough times—men with 
the horse sense to figure ways of meeting pay- 
rolls, paying rent and taxes, and still turn out 


oe ad 


If you are interested in a special pamphlet on 
this subject, write NATION’S BUSINESS 
No obligation, 


all the things you enjoy at a price millions can 
pay. 

Add them all up and you have the working 
force in America. Look at the job they’re 
doing and you’ll see why thoughtful folks are 
saying, ‘“‘When better times arrive, business 
will bring them.” 





This advertisement is published by 


NATION’S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of government and business. The facts 
published here are indicative of its spirit and contents. 
Write for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 


— 





een 





Illustrated is Baker Heavy Duty Line Comstruc- 
tion and Maintenance Model 1950. Several 
new and interesting features contributing to 
appearance, economy and safety are presented 


in this model. See it in our new catalog. 


Baker Steel Utility equipment in- 
cludes — Line Construction and 
Maintenance Bodies; Light, Medium 
and Heavy Duty~Telephone Instal- 
lation and Service Bodies — Cable 
Splicer Trailers—Pole and Material 
Trailers — Aerial Ladder Units — 
Winches and Power Take Offs — 
Pole Derricks—Reels, 





@ The new 1938 Catalog of Baker Steel Utili 
Bodies and Equipment is ready. Its pages are full o 
interesting illustrations, diagrams and specific 
tions of the latest developments in Utility Servio 
Equipment ... newest contributions to efficiency 


economy and safety. 

You'll find this new Baker Book convenient 
helpful in considering your line service equipmen: 
needs for 1938. Send for your copy today. 
The BAKER-RAULANG Company, Ut#ility Bod 
Division, West 80th Street, Cleveland, Obio. 


Utility Body Division 
THE BAKER-RAULANG CO. 
W. 80th St., Cleveland, Obie. 


Gentlemen: 
Please send me a copy of your 1938 


Name and Title 
Company 
Address 
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Give the Tough Jobs to 
INTERNATIONAL Industrial Tractors 


eT, 


An International TD-40 Diesel TracTracT or cleaning up the right-of-way after the crew has laid the pipe line. 


International Industrial Tractors are 
the choice when it comes to those hard, 
heavy jobs that call for a lot of action, 
a lot of economy, and a lot of stamina. 
The high regard you find for them 
everywhere is based on their outstand- 
ing performance under the toughest 
kind of conditions. _ 


Today there are ten International In- 
dustrial Tractors—five wheel and five 
crawler types (gasoline and Diesel)— 


made by International Harvester, 
world’s largest tractor builder. They fill 
the bill exactly on a variety of jobs, 
and the long list of equipment built 
around them further increases their 
usefulness. 

Investigate these economical, mobile 
units for construction and maintenance 
work in the field and for shop work. 
The nearby International industrial 
power dealer or Company-owned branch 
will give you complete information. 


INTERNATIONAL HARVESTER COMPANY 


4 
180 North” Michigan’ Avenue 


(Incorporated) 


Chicago, Iiinols 


INTERNATIONAL HARVESTER 
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BOTH QUALITY CELLS 


“EVEREADY” “IGNITOR”— for years, the outstanding all-purpose dry cell. 
Long a universal favorite with railroads, it has stood the test of time in 
applications running all the way from heaviest rail car ignition work to 
light telephone service. 


“EVEREADY” SPECIAL RAILROAD AND INDUSTRIAL CELL—with 
more costly materials and advanced manufacturing technique, the traditionally 
high quality cell is made even better. Retaining the high amperage necessary 
for satisfactory ignition service, it gives longer heavy service life and longer 
light service life—and of necessity, costs more. 


WE MAKE THEM BOTH. YOU HAVE YOUR CHOICE 





VW EL@) SVN le GN 24 1@) GLO) 1,1 °7-W DA lalod 
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To supplement your organization . . . to save you the cost of 
breaking in additional linemen .. . to enable you to avoid dis- 
charging new men when projects near completion . . . ; 

To build rural lines on a production basis at surprisingly low 
costs .. . to save you time and trouble as well as money. ¢ 
your extra rural or transmission line construction. 

These are the services Hoosier Crews have been performi 
for 17 years and are ready to perform for you. 





‘ “ 4 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW 
Canadian Hoosier ar ad Company, Ltd. 
) 


ERECTORS OF TRANSMISSION LINES 
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All Types 
PIPE LINE SUPP 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bage—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO, 


523 Atlantic Avenue 
Brooklyn, New York 


“THE MOST POWERFUL AND SERVICEABLE” 


HAND SEARCHLIGHTS— ~ 
WORKLIGHTS— : 
REPAIR CAR ROOF LIGHTS” 


MADE SPECIALLY FOR ; 
ELECTRIC—GAS—TELEPHONE — 
REPAIR CREWS . 


WRITE FOR FOLDER 


MORE IMPORTANT 6 CARPENTER MANUFACTURING CO. 
~ THAN EVER BEFORE Cambridge, Mass.—Cable address “Portalite” a 
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WasgnerElectric Gorporation 
6400 Plymouth Avenue. Saint Louis,U.S.A. 
TRANS FGRBMERS oe Be TORS © FANS 


Public Utilities Fortnightly February 3, 19 




















How The Gas W aster 
Was Caught By Burnham 


WHEN gas is used for automatic 
heating, no one knows better than 
you, that it is the heat lag that eats up 
gas and causes dissatisfaction with 
bills. 

It is the drawing of the cool air into 
the fire box and through the boiler 
that cools it down between automatic 
firings. Still the burners must have 
air. 


The Burnham Boiler cuts down heat 
lag with its built-in cast iron draft di- 


verter and positive control of primary 
and secondary air. Overcomes strong 
chimney pulls. 


The diverter also permits safe and sat- 
isfactory operation of boiler during 
periods of down draft, or in event of 
accidental blocking of chimney. 


Its field economy operation equals that 
of the shop test. 


Send for catalog. Get the full facts. 
See for yourself, 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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How to Save 
Make-up 


and Boost Turbine Hours 





Over half the power generated 
for industry in America comes 
from turbines using Gargoyle 
D.T.E. Oil Light. Socony- 
Vacuum’s experience with over 
9,000 turbines helps find oper- 


ating economies 


Fe LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
new moviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


‘*72 Years of Experience Calling”’ 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to 
your advantage? 


SOCONY-VACUUM £3 


OIL COMPANY, 


ANDARD OIL OF NEW YORK \ 4 v ON 


HICAGO DIVISION » WHITE EAGLE N - WADHAM OMPARY 


MAKERS OF MOBILGAS, MOBILOIL, 


GARGOYLE INDI 


INCORPORATED 


N MAGN 


TROLEUM 


STRIA 
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PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA., U.S.A. 


HI-VOLTAGE INSULATORS —SINCE 1894 








VULCAN SOOT BLOWER CORPORATION 


“Du Bois C Pennsylvania 
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EQUIPMENT 


MODERN 
STEAM 
GENERATION 


The prominent power stations in 
which Foster Wheeler apparatus 
is used attest to its high quality. 
Continuous research and progres- 
sive engineering are coupled with 
long experience in the production 
of apparatus capable of superla- 
tive performance—experience rec- 
ognized both at home and abroad. 


RELIABILITY 


EFFICIENCY 


Effective auxiliaries are essential 
for modernization of existing in- 
stallations and for efficient opera- 
tion of new plants. Foster Wheeler 
auxiliaries have been outstanding 
for more than a quarter century 
in dependability and low operat- 
ing costs. 








The basis of this success is the ap- 
plication of practical engineering 
in the interest of its clients. 


FOSTER WHEELER 
CONICAL BALL MILLS CORPORATION 


165 Broadway, New York, N. Y. 
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“CLEVELANDS” are a Re: 
Investment Because of Their 
Proven Performance, Endur 
ance, Economy ..... 


Records on literally thousands of miles of completed work 
prove the correctness of “Clevelands” design and show sub 
“Cleveland Beby,, Digter stantial savings made with these machines. 
ode. 
Tescher” tor cits) "aca -Built to meet requirements, do more work in more places ir 
apni ta the shortest possible time, “Clevelands” are deservedly pop 


lar with “Public Utilities.” 


Compact, fast, flexible — easy to move around the job — eas 
to move around the country — unsur- 

passed for low maintenance and oper- 

ation costs —“Clevelands” are built 

to endure, delivering maximum foot- 

age day in and day out. 


Let us prove to you, on your own job, 
bares prt “agi without obligation that “Clevelands” 
fasoline and natural ges are the complete answer to Public 

Utility trenching requirements, and 

that they will deliver highest value per 


dollar invested. Write today. Get the § See. ae my 
details. placing dirt in excavations 


“Cleveland Tamper- 


“Cleveland” 


“Cleveland Pioneer’ mounted on 


Type special built 
pict” Geet: odes Fenn al B 
for larger diameter pipe. transportation 


THE CLEVELAND TRENCHER COMPANY 


“Pioneers of the Small Trencher” A 
20100 St. Clair Ave.” Cleveland, © 
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ROSE BOWL 


“Tops’”’ in Football! 





fh INDIRECT * LIGHTIN 
““Tops’’ in Good Lighting! 
QD “Yors’ 


INDIRECT ILLUMINANT 


With Alzak aluminum per- 
manent and efficient reflector. 
Rigidly constructed fixture 
throughout. The reflector is all- 
metal, yet ingenious light-spills 
on exterior, produce opalescent 
and luminous illusion. Guth 
“York” is one of many Guth In- 
direct Lighting Fixture designs. 
Write for further details. 


St 


2615 Washington Blvd. 
St. Louis, Mo. 
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REGARDLESS OF YOUR DOOR REQUIREMENTSE 
THERE IS A KINNEAR DOOR TO FILL THE NEEDS 


EFFICIENTLY! 


Kinnear Rolling Doors and Grille 
open upward—out of the way. Con. 
venient as a window shade! Allow.” 
ing space once used for “door stor.) 
age” to be utilized . . . and today’s 
planning demands that every foot 
count. So if the need calls for either 

a barrier against intrusion or a full 
fledged door, the word Kinnear as. 
sures maximum space economy 

plus designing cooperation, efficient 

and durable construction and per 
manent nation-wide service that 
only Kinnear’s years of speciali 


Electric control! Another way to save tion m ible. 
time and labor! Merely touch a button, pe akes DOF ble. Send us 


which may be located at any number of problem, we will gladly 


convenient points, and your Kinnear Doors recommendations without an - 
can be opened and closed quickly and ho. 


easily without wasting any time, steps or gation on your part. 


effort. a 4 
The KINNEAR 
Manufacturing Company 


2060-80 FIELDS AVE. 
COLUMBUS OHIC 





Write for Kinnear’s new 

1938 catalog. It contains 

information that every 

executive will find valu- 

able. It’s free and there 

is no obligation on your 
ALL STEEL RoL-TOP.— v pert. 
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q 
{ The careful investor judges a 
f security by the history of its 
performance. 


KERITE 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 
Kerite is a seasoned security. 








ia ahs Se cla 
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Metameter Transmitter at distant 
point where pressure, flow, liquid 
level, temperature, voltage 


or current is to be measured 


Now... METAMETER offers 
a SIMPLE, LOW-COST way 
of long distance measuring 


You really will be surprised —and pleased —at 
the simplicity of Bristol’s Metameter System. 
A transmitter at the distant point, a recording 
receiver at headquarters, and a simple two-wire 
interconnecting circuit—that’s all there is to it. 





The large 12 inch receiver chart records every = 
fluctuation of the quantity being measured — ae 
the instant it occurs—even hundreds of miles | ke 

away. In this way you can have before you a ; | 
continuous uninterrupted 24 hour record of 
pressure, liquid level, temperature, flow, motion, 
voltage or current. 

When writing, ask for Bulletin 424W. 


Recording Receiverir 


THE BRISTOL COMPANY, WATERBURY, CONN. your-office or othe 
Branch Offices: Akron, Birmingham, penne Sateen Depot Los Angeles, 7” See 

New York, Philadelphia, Pittsburgh, St. Louis, San Francisco, Seattle. entral headquarte 
Canada: The Bristol Company of Canada, Limited, Toronto, 

England: Bristol's Instrument Company, Limited, London, N. W. 10 


BRISTOLS 


TRADE MARK AEG. U.S. PAT. OFF. 
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Here's a complete Barco Hammer stowed in the lug- 
gage compartment of a small coupe. And it will be 
ready for duty almost as soon as it reaches the job. 


Pagel La 


ang © * 
OR tt sascenee IN 


RURAL ELECTRIFICATION WORK 


@ Whether it’s operating pact and requires no cumbersome 
uta busy street intersection...or auxiliary equipment it never 
n an inaccessible mountain... blocks traffic. Amazingly econom- 
he Barco Portable Gasoline Ham- ical and effective ... winter or 
mer saves time and cuts costs. summer... for breaking, digging, 
Stowed away in the back of acar driving test rods, cutting asphalt, 
or a corner of a truck, the Barco drilling rock, tamping back-fill, 
can be taken to any job quickly etc., the BARCO is well worth your 
and cheaply. Because it is com- investigation. 


BARCO MANUFACTURING CO. 


) q 1803 W. Winnemac Ave. Chicago, Ill. 
DBARCO,. su 
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PROFESSIONAL DIRECTORY 





—— 


DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


Si ord, Bacon & Davis, Jit. BATE CAsEs | 


Engineers 
VALUATIONS AND REPORTS 
NEW YORK 


INTANGIBLES 


DALLAS WASHINGTON 








CHICAGO 


SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 








NEW YORK, N. Y. 


Corporate 


NEW ORLEANS, LA. 


MARK WOLFF 
Public Utility Consultant 


Investigations, Rate Studies, Valuations, Reports, Expert Testimony 
Reorganizations 


CHICAGO, ILL. 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 
Appraisals - Investigations - Reports 
in connection with 
rate inquiries, fixed capital 
reclassification, original cost, security issues. 











EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS 
Special Consultant 
Accounting—Taxes 
Meneey B cwme Watinoe, ©. c. 











@ This page is reserved for engineers and en- 
gineering concerns especially equipped by ex- 
perience and trained personnel to serve utilities 
in all matters relating to rate questions, ap- 
Praisals, valuations, special reports, investiga- 
tions, design and construction. « « 











SPOONER & MERRILL, INC. 
Consulting Engineers 


Design—Supervision of Construction 
—Reports—Examinations—V aluations 


20 North Wacker Drive Chicago, Tl. 
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HAUL MORE TONNAGE AT LOWER COST 
WITH NEW 1938 CHEVROLET TRUCKS 


J sdohisg:s o ab OO as oh bbUG al OJ al-\ ip coll -\ ah sab Lot .<-Mob dM of-sbale MOUt-I-1o Mo alle Ml ole Mob ale i bales d-tot-t 
je]=) qol=y ab cole (-Wo} auto 0 MEb a alot-i- mh cop abatole{- MMe) ol-dehelobat- Mmmm 2 64-) SUN ol Lele hb I-1-me} 


@) 
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rob alol-Putw{-Tolo} aio MN of-\oletbI-{-Mob an d a\- WE Coht(ab ob 4-} Molol-) aE dat loh\ alo} ol -sdeh abate Mele) 
id at-We Cobia aatebbabe-saleb alol-¥-> 4 0l-sel-1-Mlep am Of al-hip coll- an bb abt (Sam o> co baabbal-Widat-We able (er 
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SIX CHASSIS MODELS FAMOUS VALVE-IN-HEAD 
Light Delivery, ¥, 34, 1, 1144 Tons TRUCK ENGINE 
(131%%- and 157-inch wheelbases . 
e PERFECTED HYDRAULI( 
FIVE WHEELEB BASE LENGTHS TRUCK BRAKES 
112-inch to-157-inc} ° > 
° *FOUR-SPEED TRANSMISSION 
*FULL-FLOATING REAR AXLE ° 
* MODERN STYLING 
EXTRA-STRENGTH FRAME * M , 





CHEVRO 


-CHEVROLE 


“THE THRIFT-CARRIERS FOR THE NATION 
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You've got more important things to do than changing dies to thread 
I", 144", 12" and 2" pipe. And this FRITZE30I> No. 65R saves you 
the trouble — all pipe, all threads. 

For in this remarkable tool, the same set of dies threads all 4 sizes per- 
fectly. Simply move setting post to size you want. No extra dies to lug 
around, to worry about losing. 

Slick work-holder, too — sets quickly to pipe size, tightens with one screw. 
A strong, beautifully balanced tool pleasing thousands by its fast clean 
work. Try it — you like the "feel" of it at once. Buy from your Jobber. 


The] Ridge Tool Co. 
Elyria, Ohio 





Stop Pipe Wrench Repairs 
That FRRIGEAIID guarantee ends fully 75% of your 


pipe wrench repairs and wrenches out of service. More 
features you'll like than any other wrench. Buy today. 


ed eo lee 
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Setter PRODUCTS... 
because CITIES ‘SERVICE knows 








Chess Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts daily 
on solying the various lubrication problems with which in- 
dustry is faced. 

Wherever moving surfaces come together, no matter what 
the speed or’ load, Cities Servicecan recommend authorita- 
tively the correct lubricants to use. *Whether you need heavy 
greases for massive gears or ‘the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. 

Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. 


++ $ & ¢ 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils | 
Cutting - Oils Quenching and Tempering Oils 
Diesel Engine Oils Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star, lce Machine Oils Transformer: Oil 

Leather Finishing Oils Turbine Oils 

Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 8.00 P. M. Eastern Standard Time. * : 








This page is reserved. under the MSA PLAN (Manufacturers Service Agreem nt) ie 





